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Whither Sovereignty? 

Nate Thayer's article City of Dreams 
{Aug. 11] recounting the investment 
project by Deng Xiaoping’s son-in-law is 
a matter of great concern. The situation 
in Cambodia today is totally different 
from that of China at the end of the 19th 
century, when it ceded Hong Kong to the 
British crown. Then, China did not have 
effective sovereignty over its territory. But 
Cambodia is an independent country re- 
cognised internationally — even by Com- 
munist China. 

If this project is implemented, Cambo- 
dia will lose its independence and sover- 
eignty. If some officials in the Phnom Penh 
government accept this project, it is sim- 
ply because of their self-interest. With few 
exceptions, they profit from corruption 
without realising that they are playing 
into the hands of the Khmer Rouge and 
providing even more gríst for their propa- 
ganda mills. 

LIM KIM YA 
Director 
Moulkhmer 
Choisy le Roi 
France 


Even the upwardly 


mobile need to pull 





Not that we're suggesting that any of you actually overwork. It's just that, well, a 
slight change of pace can do wonders for even the most fast~moving of high fliers. 
Which is where we come in. With a quiet, refined ambience distinctly reminiscent 
ofa Gentleman's Club. Elegant lounges with obliging staff. Gracious and civilised 
restaurants. All in a discreet location in the midst of Singapore's genteel Embassy 
District, yet only a zip away from funky, super~hip Orchard Road (did we just say 
that?). Maybe we should stop there. And take a rest perhaps. 
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All letters must include the writer's name and address and are subject to editing. 


The Vision Thing 

In your September 1 article Gorilla Tac- 
tics, you quote respected auto-industry 
analyst Mary Ann Keller as saying that 
Honda's reorganisation into global re- 
gions, giving more autonomy to the 
Americas, is merely a “reflex action to 
exchange rates” which “seems to have 
happened rather spontaneously.” I must 
vigorously disagree. 

I have studied Honda’s organisation 
and its human-resource systems closely 
for the past five years. Throughout this 
time, Honda executives have articulated 
a consistent and continual emphasis on 
increasing "regional self-reliance." This 
has been a cornerstone of Honda's glo- 
bal strategy dating back to the early 
1960s, when it established its first over- 
seas auto manufacturing plant in Bel- 
gium. 

Like other pioneers who are pushing 
the envelope on global organisation de- 
sign, the success of Honda's innovative 
strategy will be determined in future 
years. But Honda's recent move to fur- 
ther its goal of creating what I have come 
to call à "trans-regional organisation" 


Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503 1530. 
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must be given due credit for its audacity 

and consistency with a long-standing 
Honda vision. 

DOUGLAS ALLEN 

Assistant Professor 

Daniels College 

University of Denver 

Denver, Colorado 


Globe Today 

In reporting the coalition between Presi- 
dent Ramos' Lakas-NUCD and the opposi- 
tion LDP [Marriage of Convenience, Sept. 
8], Rigoberto Tiglao quoted from the edi- 
torial of "the hard hitting Daily Globe 
newspaper" which, he said, described the 
alliance as a "get-together of aging tarts 
and incompetent harlots to make a coali- 
tion of whores.” 

The editorial quoted, in fact, appeared 
in TODAY, the Philippines’ newest English- 
language daily, which started publication 
last January. 

There is no longer any newspaper by 
the name Daily Globe in the Philippines. 
That paper, of which 1 was publisher for 
a few years, closed down in 1992. TODAY 
is a different venture and a different news- 


paper. 


TEODORO L. LOCSIN, JR. 
Publisher and Editor-in-Chief 
TODAY 

Manila 


Off Key 

Jack Thompson of London has found it 
jarring to see your Dhaka and Manila cor- 
respondents use the phrase “rises to a cre- 
scendo” in their stories [False Note, LET- 
TERS, Sept. 1]. 1 don't know whether they 
were wrong musically, but the following 
sentence appears in Longman's Diction- 
ary of Contemporary English under the main 
entry "crescendo": "The demands for an 
election rose to a crescendo in the latter 
part of the year." 

Surely the compilers of the aforemen- 
tioned dictionary would not have made a 
mistake in the construction of that sen- 
tence? 

М. GANESHALINGAM 
Blackburn, Victoria 
Australia 
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EDITORIAL 


Voodoo U.S. Policy 


Haiti ‘invasion’ leaves North Korea off the hook 


mong the reasons advanced for deploying American 
troops to Haiti was not so much restoring to power 
as the government of Father Aristide as reviving the | 
< world’s confidence in Bill Clinton. Certainly Mr. Clinton has | 
credibility problems, and indeed the military junta on Haiti 
has thumbed its collective nose at the White House for 
months. From our vantage point, however, sending U.S. 
troops on an ill-conceived mission to enforce a poorly de- 
fined: agreement on behalf of an uncertain leader will do | 
little to boost Mr. Clinton's international standing. The tim- 
ing here is especially unfortunate, as it comes just as the U.S. 
is trying to persuade North Korea to live up to a deal struck | 
only last month to end its nuclear programme. | 
Like the bargain that brought the United States Marines | 
to Haiti, the North Korea deal comes courtesy of the man | 
who now appears to be America's de facto secretary of state, | 
Jimmy Carter. Back in June, on the eve of a White House | 
move towards tougher sanctions against North Korea, the | 
former American president travelled to Pyongyang and re- 
turned, reminiscent of Neville Chamberlain, announcing | 
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peace in our time. Backed into a corner by its own side, 
Washington then resumed negotiations, and in August 
reached a deal where North Korea would abide by its com- | 
mitments to the nuclear Non-Proliferation Treaty. In ex- 
change, it would receive light-water nuclear reactors to help | 
meet its energy needs and a commitment from Washington | 
to initiate steps towards diplomatic recognition. | 

At the time there were many sceptics, and we can't help | 
but note that our appellation "Jimmy Clinton" has now | 
caught on. Our concern then remains our concern today: 
that the deal sidestepped the core issue of inspections of 
suspected North Korean nuclear sites. The White House | 
insisted that America had not backed down, and in an Au- | 
gust 13 press conference, the U.S. assistant secretary of state 
for politico-military affairs, Robert Galluci, noting the many 
issues left unresolved by the preliminary agreement, stated 
flatly that "at some point in the road there can be no more 
progress unless special inspections are implemented." 

This point in the road has now been reached. As we go | 
to press, the U.S. and North Korean sides are bogged down 
in their second round of negotiations. Predictably, the North | 
Koreans, far from becoming more cooperative, have raised | 
fresh objections: they want more cash, they don't want South | 
Korean reactors (which the South Koreans have agreed to | 
pay for), they want the U.S. to stop its military exercises in 
the Sea of Japan, and so on. More to the point, they remain 
adamant that they will not agree to the key issue of special 
inspections necessary for the International Atomic Energy 
Agency to verify they have abandoned their pursuit of the | 
bomb. If this issue is left unresolved, nothing else will mat- 
ter. | 
|. Off-stage, meanwhile, Mr. Carter has invited himself | 








; more nervous and South Korea even more inclined to cut its 


| policy of his Democratic predecessor, but he could solve the 
| problem with a simple phone call informing Mr. Carter that 
| his services are no longer required. For however tragic the 
| potential violence in Haiti, it pales next to the consequences . 
for Asia and American leadership of a failure to resolve 
| Pyongyang's nuclear ambitions. While Mr. Clinton fiddles | 
| in Haiti, Asia threatens to burn. 


| local elections contested for the first time by candidates with 
| was the impressive show of independents, who took al- 


| Kong people want in their representatives. But it is pretty 
| dear what they don't want. As the poor showing of the 
Liberal Party illustrated, they don't want to be run by ап 








back to Pyongyang, guaranteeing further stalling, hemming. 
| and dodging — leaving U.S. policy further divided, Asia 


own deal. Mr. Clinton may not approve of the freelance 


The Next Vote 
Hong Kong is up for grabs 


s Hong Kong marks the 10th anniversary of the Sino 
British Joint Declaration that set out the terms of t 
colony’s return to China, our eyes were caught by a 





A 


Sing Tao poll showing that Hong Kong people do not trust 
‚ China and are not all that confident in Britain. It is perhaps 


fitting that the anniversary and poll come on the heels of 


definite party identities and allegiances. Although parties 
from both sides of the Beijing spectrum did well, the irony 


most half of the 346 seats contested. | 
It may be not be clear from this precisely what Hong 


alliance of old boys who can always be counted upon to 


toady up to China. In sharp contrast, the great strength of | = 
the Democrats has been their demonstrated willingness to. 
call China's bluff. But in a place built by free enterprise, the 


Democrats’ embrace of anti-growth and pro-tax philoso- 
phies will limit their popularity. 


_ Indeed, those looking for a clue to Hong Kong opinion 
| might consider Next, by far Hong Kong's most popular- 


Chinese-language magazine. Founded by Giordano's Jimmy 


Lai, Next has strongly pushed for greater democracy and. | 
political freedom. But it has always coupled this with an - 
unequivocal free-market position that puts it at odds with: 
| the entire Hong Kong political landscape: with the | 
| redistributionist impulses of the Democrats; with the cosy, 

| old-boy cartels of big business; with the social security and 
| other spending schemes pushed by Governor Chris Patten. 
Mr. Lai has made himself a small fortune in retail and jour- < 
| nalism by catering to this market, but thus far it has gone 

| unrepresented in politics. It seems to us that this Next vote 


in Hong Kong is up for grabs — in more ways than on 
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30 PINE STREET IS LONG GONE 
BUT THE FOUNDATION STILL REMAINS. 





In 1869, Marcus Goldman businesses. Over the past that covers the globe. Still, integrity. In 1994, we take 
started a small company 125 years, we have come we find ourselves grounded pride in how we got here, 
in downtown Manhattan. a long way in size and in the basic principles Goldman and we pay tribute to 
He spent his days amid scope from that first little set forth in our early — the beginnings that have 
the hustle and bustle of office. Today, Goldman days: commitment to always inspired us. It's 
a growing city, providing Sachs provides clients with a clients, teamwork, individual a foundation we intend to 


short-term credit to local seamless web of services excellence, creativity and build on in the years to come. 
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BANKERS CREDIT ASIA 


COVER STORY 


hether it's because their clients are 

expanding into the rest of Asia or 
because liberalisation is slow at home, 
many of Asia's banks are finding overseas 
markets highly attractive. Part of the lure 
is new business opportunities, but another 
major impetus is the fact that home 
markets are becoming more and more 
competitive as the battle rages to attract 
consumers. Focus: Banking in Asia. 
Page 39. 
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These days the Welsh Dragon is a real high flyer since two but also the right people from Wales’ skilled and flexible workforce. 


international giants of the aero engineering industry chose Wales. [he WDA has also assisted in the development of a local 





British Airways has its new engineering base at Cardiff supplier infrastructure to ensure vital components are always at hand. 
Airport and recently General Electric (USA) has moved to nearby To get your business off the ground, put the Welsh Advantage 
Nantgarw, where they service aircraft engines for famous names to your advantage. 
like CFMI, Rolls Royce and Pratt & Whitney. Call the team at the Welsh Development Agency on +44 222 

With more than a little help from the Welsh Development 666862, or write to, Welsh Development Agency, Pearl House, 
Agency, both companies were not merely able to find the right site, Greyfriars Road, Cardiff CF1 3XX 
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The Political Arenas 


Manila's business centre of Makati 
could be one of the most hotly contested 
electoral districts in the May 1995 polls. 
Rosemarie "Baby" Arenas, who is widely 
believed to have been President Fidel 
Ramos' mistress in the late 1970s — a ru- 
mour Ramos hasn't denied — says she will 
run for mayor or to represent the district in 
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Arenas wants Makati's votes. 


Congress. If she does so, Arenas will face 
either incumbent mayor Jejomar Binay or 
congressman Joker Arroyo, both of whom 
have been critics of the president. Ramos' 
wife, Amelita, is said to be quietly negoti- 
ating with Binay and Arroyo to nip Are- 
nas' plans in the bud. Arenas is popular 
because of her charity work. 


Staying On 

India's ambassador in Washington, 
Siddhartha Shankar Ray, has been given a 
two-year extension in his post by Prime 
Minister P. V. Narasimha Rao, who is ap- 
parently pleased with the turn Indo-U.S. 
relations have taken recently. Ray is a vet- 
eran Congress Party politician who, like 
Rao, was one of Indira Gandhi's faithful 
retainers and thus has direct lines to the 
top in New Delhi. Warm relations with 
Washington have been sustained by a 
strong preference for American companies 
in infrastructure projects. 


Unofficial Official 

In a highly unusual move, Lynn Pascoe, 
the head of the American Institute in Tai- 
wan — the de facto United States embassy 
on the island — has met the Chinese mili- 
tary attaché in Washington. In his unoffi- 
cial talks, Pascoe, who was visiting Wash- 
ington for consultations, raised the issue of 
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China's recent massive naval exercise near 
Taiwan and related Taipei's concerns about 
its scale. Like previous heads of the insti- 
tute in similar instances, Pascoe, a China- 
specialist from the State Department, tem- 
porarily quit his government job to head 
the unofficial U.S. mission in Taipei. He 
wasn't expected to meet other Chinese 
diplomats after his talks with the military 
attaché. 


Grid Preference 


South Korea is negotiating to supply 
electricity to North Korea, sources familiar 
with the discussions say. The talks are be- 
ing held under the auspices of South Ko- 
rea's National Unification Board and the 
North’s Committee for the Peaceful Unifi- 
cation of the Fatherland. The sources say 
Pyongyang wants 3,000 megawatts of elec- 
tricity, with delivery starting next May. If 
the arrangement goes through, it will place 
a considerable strain on South Korea’s 
overburdened generating capacity, which 
totals about 28,000 megawatts. The South 
is perilously near an energy shortage, due 
to rapid economic growth and political dif- 
ficulties that have slowed new plant con- 
struction. Reserve capacity was less than 
5% during this summer's heat wave. 


Plugged In 


China’s much-publicised — and much- 
criticised — policy of trying to limit foreign 
investors to a 12% annual return on invest- 
ments in power projects has generated a 
furious search for loopholes. Huaneng 
Power International, which is in the pro- 
cess of listing on the New York Stock Ex- 
change, seems to have found a new one. 
Officials familiar with the issue say the 
profit formula includes a return on operat- 
ing costs as well as the physical plant. Be- 
cause these costs — mostly for fuel — make 
up around 40% of the cost of generating 
electricity at coal-fired plants such as 
Huaneng’s, the effect is to significantly 
push up profits for private investors. 


Upgrade in the Wind 


Several foreign banks in Beijing expect 
to receive permission from the People’s 
Bank of China to upgrade their representa- 
tive offices into branches by the end of this 
year or early next year, according to a sen- 
ior Bank of Japan official. Among the lead- 
ing contenders are two Japanese banks, 
Bank of Tokyo and Industrial Bank of Ja- 
pan. The decision will be a setback to 
Shanghai's ambitions to become China's 
premier financial centre. 
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NORTH KOREA 
Talks Threatened 


North Korea threatened to 
break off negotiations in 
Geneva on the nuclear issue, 
accusing the United States of 
using military threats to 
influence the talks. U.S. 
Defence Secretary William 
Perry warned on September 25 
that Washington may use 
"coercive" diplomacy if the 
North refuses to scrap its 
nuclear-weapons programme. 
Separately, a U.S. official said 
a naval force had been 
deployed in the Sea of Japan, 
east of the Korean peninsula. 
Angered by the deployment, 
Pyongyang threatened to 
reload its nuclear reactor. 





JAPAN 
Games Row Worsens 


The Sino-Japanese dispute 
over the presence of Taiwan's 
vice-premier at the Asian 
Games in Hiroshima soured 
further on September 27, when 
China cancelled plans for State 
Councillor Li Tieying to attend 
the games. Japanese officials 
stressed that China's athletes 
wouldn't boycott the event. 


Fujinami Acquitted 

A Tokyo court acquitted 
former Chief Cabinet Secretary 
Takao Fujinami on charges of 
accepting bribes from Recruit 
Co., a job-placement agency at 
the centre of a 1989 scandal 
that forced the resignation of 
former Prime Minister Noboru 
Takeshita. 





TAIWAN 
Rally Becomes Brawl 


An election rally by the 
opposition New Party in 
Kaohsiung degenerated into a 
brawl with supporters of 
another opposition group, the 
pro-independence Democratic 
Progressive Party (DPP). 
Dozens of people, including 51 
police, were hurt in the 
September 25 clash. It broke 
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The archbishop of Canterbury meets Chinese Christians in Beijing. 


out when DPP supporters, 
shouting "Get out, mainland 
pigs," disrupted the New 
Party rally. 





INDIA 
Plague Spreads 


About a quarter of the 2.2 
million people in Surat, a 
coastal city in Gujarat state, 
fled after an outbreak of 
pneumonic plague claimed 
nearly 50 lives. The exodus 
closed Surat's extensive silk- 
weaving and diamond-cutting 
industries, and factories at 
nearby Hazira were ordered to 
close for a week. As people 
fled, cases of the disease were 
reported in the national 
capital, New Delhi. 





THAILAND 

Libya Gives Pledge 

Libya pledged during a visit to 
Tripoli by Thai Deputy Foreign 
Minister Surin Pitsuwan that it 
will stop discriminating against 
Thai workers. Last year, 
Thailand angered Libya by 
taking action against three Thai 
companies accused of helping 
to build a Libyan chemical- 
weapons plant in violation of 
United Nations sanctions. 
Libya claimed the Thais were 
assisting a river-diversion 
project and responded by 
refusing visas for Thai workers. 


CHINA 
Bishop Sees 'Tolerance' 


The archbishop of Canterbury, 
George Carey, said religious 
tolerance "appeared to be a 
reality" in China after a 10- 
day, government-sponsored 
visit. Bible-smuggling into 
China does more harm than 
good, Carey warned on 
September 23, urging local 
clerics to work through 
China's officially sanctioned 
church instead. 


Pope Issues Appeal 


The Pope told Chinese 
Catholics that recognition of 
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Vatican authority "cannot be 
renounced by a Catholic." His 
September 25 message 
countered Beijing's efforts to 
control its Catholics through 
their membership in the 
officially sanctioned Patriotic 
Catholic Association. 





MALAYSIA 
Defence Network 


Southeast Asian states are 
forming a network of defence 
ties that will enable them to 
act as military allies, 
Malaysian Defence Minister 
Najib Abdul Razak said on 
September 27, the day after he 
signed a defence accord with 
the Philippines. He rejected the 
idea of turning Asean into a 
formal defence alliance, saying 
that would only heighten 
regional tension. 





VIETNAM 
Last PoW Listed Dead 


The U.S. Air Force said Col. 
Charles Shelton, the last 
American combatant in the 
Vietnam War still officially 
listed as a prisoner, had been 
killed in action. His plane was 
shot down over Laos in April 
1965 and he was later reported 
to have died in captivity. The 
Pentagon had retained his 
prisoner-of-war (PoW) status 
as a symbol of U.S. 
determination to account for 
everyone who went missing in 
action. The air force changed 
Shelton's status at the request 
of his children, who said it 
would help them get over 
their father's loss. 


Agent Orange Study 


Retired Adm. Elmo Zumwalt, 
former chief of U.S. naval 
operations in the Vietnam 
War, said Hanoi had agreed to 
allow an American study on 
the health effects of Agent 
Orange, a defoliant used by 
the U.S. during the war. The 
project will require approval 
and funding from the U.S. 
Congress. 
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meeting. Indeed, relations with Asean will 
be the centrepiece of the EU’s new strategy 
for Asia, which Marin promised would be 
ready for implementation by December. 

Portugal is still using its bilateral differ- 
ences with Indonesia over East Timor to 
veto plans for a formal Euro-Asean coop- 
eration treaty. But EU and Asean officials 
have sidelined Lisbon, thrashing out an 
ambitious agenda for collaboration cover- 
ing areas such as science and technology, 
human-resource development, environ- 
mental protection and drugs. 

A 15-page “Karlsruhe Declaration,” 
highlighting Asean’s claims of being a 
“gateway” to the Asia-Pacific region, helps 
reinforce the group’s international credibi- 
lity. The declaration goes on to describe 
Euro-Asean cooperation as “a central ele- 
ment in relations between Europe and the 
Asia-Pacific,” adding that the EU and 
Asean will “strengthen their partnership in 
addressing global issues.” 

The EU says it is discarding its earlier 
confrontational approach to dealing with 
the region. Asean officials still remember 
past encounters between EU and Asean 
foreign ministers — in Manila in 1992 and 
Luxembourg in 1990 — with some anger. 
“We got the full EU treatment on human 
rights, threats, scoldings, what have you,” 
recalls a Malaysian official. “In Karlsruhe 
we finally moved from the courtroom to 
the negotiating table.” 

EU policymakers say their recent expe- 
riences in Asia have made them mellower. 
Europe, for instance, now recognises that 
Asean’s policy of “constructive engage- 
ment” with Burma has produced some 
positive results. “Two years ago our rela- 


tions with Asean were very difficult,” ac- | 


knowledges Commissioner Marin. “We 
used to believe in giving lessons to every- 
one. Now, however, we understand that 
Asians have their own identity.” 

Trade relations are likely to remain dif- 
ficult, however. Asean is still smarting 
from recent European Commission propos- 
als for ending tariff concessions for Singa- 
pore, Brunei, Thailand, Indonesia and Ma- 
laysia. The Commission is also getting 
ready to slap anti-dumping duties on im- 
ports of portable colour TV sets from Sin- 


gapore, Malaysia and Thailand. And | 


Asean textile exporting nations say they are 
worried by the EU’s reluctance to open its 
markets next year despite commitments to 
phasing out textile import quotas made in 
the Uruguay Round. 


Perhaps most worrisome of all, the EU | 


is pressing for international discussions on 
introducing a controversial "labour clause" 
within the World Trade Organisation, the 
international trade agency that will take 
over from Gatt in January. Asean officials 
warn that by linking trade and workers' 
rights, the clause will make it easier for the 
EU and the United States to shut out com- 
petitive Asian exports. п 
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Boiling 
Point 


Does gunman's rampage 
reflect social tension? 





By Lincoln Kaye in Beijing 


eople's Armed Police (PAP) shooting 
instructor Tian Mingjian rarely 
missed. Most of his nearly 100 vic- 
tims caught slugs either in the head or the 
chest. At least 14 have already died, includ- 
ing an Iranian diplomat and his 10-year- 
old son. Casualties may mount further, 
considering the gravity of many of the 
wounds. 
The 15-minute rampage shot some dark 





| holes of doubt in the optimistic social tab- 


leau painted by authorities for the 45th an- 
niversary of the communist "liberation" on 
October 1. Terse official accounts have em- 
phasised that the gunman was acting out 
of personal rather than political motives. 
But some observers see his violent outburst 
as symptomatic of a fast-changing, over- 
stressed society where traditional outlets 
for tension have fallen by the wayside. 
The marksman himself perished in po- 
lice crossfire, so conjecture about his mo- 
tives can only be pieced together from eye- 
witness accounts of his September 20 spree. 
There's no shortage of witnesses, though: 
The carnage took place in front of the main 
government-issue residential compound 
for foreign diplomats and journalists. 
Compound residents woke up to the 
sound of gunfire. By the time they made it 
to their windows, Tian had already aban- 
doned the hijacked jeep that had brought 
him from his PAP camp in the eastern sub- 
urb of Tongxian and blown out the wind- 
screen of a yellow cab. Tian calmly turned 
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A diplomat in Beijing carries one of the survivors to safety. 


his AK47 automatic ri- 
fle on a taxi, next on a 
crowded bus, then on 
a schoolgirl riding pil- 
lion on her mother's 
bike. He was faintly 
smiling all the while, 
eyewitnesses report. 

This is not the first 
time a citizen has run 
amok in the high- 
pressure milieu of pa- 
triarch Deng Xiao- 
ping's hyper-growth 
economy. Urban folk- 
lore recounts a crazed 
driver cold-bloodedly 
knocking off cyclists 
and pedestrians in 
coastal Tianjin just 
three months ago. 

Last year, another such hit-and-run lu- 
natic reportedly weaved his way down the 
main axis of Beijing’s Changan Road en 
route to Tiananmen Square. The site of the 
1989 massacre of pro-democracy demon- 
strators was reportedly Tian's destination, 
too, before a police barricade deflected his 
jeep onto the Ring Road. 

According to the brief official account, 
he was acting out of rage over a reprimand 
from his superiors for manhandling his 
subordinates. But rumours flew of all sorts 
of other motives. Hong Kong tabloids 
claimed he was grieved at the death of his 
wife in a PAP-mandated abortion of their 
second child. Street gossip suggested he 
was jealous at being cuckolded by his com- 
mander, or was acting out of loyalty to a 
crime boss. 

Admittedly, these versions may be mu- 
tually contradictory and even irrational. 
But even the official account points to rifts 
within military ranks, reflecting broader 
class divisions in society. Such tensions 
may have found collective expression in 
the 1966-76 Cultural Revolution. In the in- 
dividualistic 1990s, they may have 
prompted some Chinese to see the Beijing 
killer as a sort of hero. 

One cab driver freely praised Tian's 
"courage" and only regretted that the gun- 
man failed to make it as far as Tiananmen 
Square, where he could have "really sent a 
message." Even some more thoughtful ob- 
servers still tended to blame the tragedy at 
least partly on society, rather than just the 
gunman’s errant madness. 

^With livelihoods threatened, income 
gaps widening and envy rife, no wonder 
people fly off the handle like this," said a 
translator in the diplomatic compound 
who had passed the blood-soaked scene 
en route to work. "Party control has bro- 
ken down, and traditional outlets for psy- 
chological tension, such as temples and for- 
tune tellers, have been forced under- 
ground. Government-run hot lines can 
hardly take up the slack." m 
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RELATIONS 


More Bark Than Bite 


Despite rhetoric, India-Pakistan alarms are subsiding 





By Hamish McDonald in New Delhi 


n the surface, it might seem India 

and Pakistan are on the verge of 

war. India has rejected all media- 
tion on Kashmir. At the August 15 Inde- 
pendence Day rally, Prime Minister P. V. 
Narasimha Rao said India's only unfin- 
ished business in Kashmir was getting back 
the northern part of the state, held by Paki- 
stan since 1948. At international forums, 
New Delhi is going all out to have Paki- 
stan branded a terrorist nation. And in 
Bombay's Hindi cinema, flag-waving 
patriotism is the latest craze. 

Across the border, Pakistan's ex-prime 
minister, Nawaz Sharif, has stated that his 
country possesses nuclear bombs. Islama- 
bad has closed its consulate in Bombay, cit- 
ing harassment by rightwing Hindus, and 
it looks as if the Indian consulate will be 
squeezed out of Karachi in retaliation. Even 
for South Asia's arch-rivals, it appears, re- 
lations have reached a new nadir. 

Not to worry, say diplomats in the re- 
gion. Once, Washington and other capitals 
sounded alarms about potential escalation 
of the India-Pakistan dispute to nuclear 
exchanges — as in mid-1990, during a pre- 
vious bout of Kashmir tensions. In contrast, 
foreign observers are almost sanguine 
about the current situation. 

In large part, this reflects the new eco- 
nomic priorities of the United States in the 
region. Especially since Rao's visit to Wash- 
ington in May, the main American pre- 
occupation in India has been to make the 
most of the opening of its vast telecommu- 
nications, power, energy and transport sec- 
tors to foreign investors. A visit by U.S. 
Commerce Secretary Ron Brown in early 
1995 will help put the official seal on the 
already-frenetic activity by American com- 
panies. A similar infrastructure-feeding 
frenzy is under way in Pakistan. 

The diplomats' unworried attitude also 
reflects a tacit retreat from the regional- 
security initiatives that were on the boil 
only six months ago. Washington's pro- 
posal to release a fleet of F16 fighters to 
Pakistan if it agreed to a verifiable cap on 
fissile-material production is now "on the 
shelf,” diplomats say. The U.S. is confident 
Pakistan has no legal recourse to force de- 
livery of the planes — for which it has paid 
over US$700 million — or even to get its 
money back. 

Likewise, the proposal for a “five plus 
two plus two” conference on nuclear-arms 
limitation in South Asia — which would 
involve the five declared nuclear powers, 
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with India and Pakistan and Japan and 
Germany — also seems a non-starter. Any 
progress now will most probably come 
through multilateral agreements such as 
the proposed multilateral treaties on a glo- 
bal nuclear-test ban and a halt to fissile- 
material production. 

Instead of worrying, Western diplomats 
now tend to point to the large element of 
bluff and domestic-oriented politicking in- 
volved in the New Delhi-Islamabad ex- 
changes on nuclear weapons. While most 
Western governments believe both India 
and Pakistan do have small numbers of 
crude nuclear bombs and stockpiles of fis- 
sile material, there are doubts about their 


ж 


Anti-Pakistan protester in New Delhi: Not as 
bad as it looks. 


attainments in miniaturising and testing 
the weapons. 

The more immediate focus of Western 
countries, and Japan, is heading off the de- 
ployment of ballistic missiles by India and 
Pakistan. Pakistan has tested two variants 
of a short-range missile called the Hatf, and 
is widely believed to have been given the 
Chinese M-11, which is capable of carrying 
an 800-kilogram warhead and has a range 
of more than 300 kilometres. The Indian 
army is carrying out "user's trials" of a 
missile called the Prithvi, said to be capa- 
ble of carrying a 500-kilogram payload to a 
target more than 250 kilometres away with 
great precision. However, it has effectively 
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frozen its medium-range (2,500 kilometre) 
Agni missile programme. 

To believe the rhetoric in New Delhi, 
Pakistan already has inducted the Hatf-1, 
Hatf-2 and M-11 into its forces. Last year, 
mainstream Indian newspapers such as the 
Hindustan Times ran reports, allegedly from 
correspondents at forward army bases, that 
the Prithvi was deployed. Two Prithvis, on 
special mobile launchers, were paraded 
through New Delhi in this year's January 
26 Republic Day parade. 

But a closer reading of what Indian offi- 
cials and military men are saying supports 
the laid-back attitudes of the diplomats. On 
September 19, the Indian army's artillery 
chief, Lieut.-Gen. Romesh Khosla, was 
quoted in The Times of India as saying the 
Prithvi would be “ready for induction and 
deployment” by mid-1995. Officials also 
make it clear that the decision to deploy is 
still to be taken. 

“As far as the Prithvi is concerned, we 
will deploy or not deploy according to our 
security perceptions,” says a spokesman 
for the Ministry of External Affairs. “And 
we take into account the fact that Pakistan 
already possesses missile systems, both the 
Hatf and the M-11.” 

At a briefing for correspondents in 
Washington on September 13, Indian Am- 
bassador Siddhartha Shankar Ray also 
stressed that the Prithvi's deployment was 
still a matter of conjecture. One Indian re- 
port of his remarks suggested that New 
Delhi would not deploy the missile if 
Islamabad agreed to certain security 
arrangements. But this was denied by the 
government spokesman in New Delhi, and 
foreign diplomats say they haven’t heard 
of any Indian offer to Pakistan involving 
the Prithvi. 

The security arrangements apparently 
referred to by Ambassador Ray were con- 
tained in a six-point memorandum put to 
Pakistan in January this year. Five of the 
points were proposals to stabilise territo- 
rial flashpoints and the like. One contained 
nuclear security proposals: no first use of 
nuclear “capability” and agreement not to 
target population centres with nuclear 
weapons in any conflict. 

The memorandum didn’t look as if it 
would go anywhere from the start. Islama- 
bad said it did not address central issues 
such as the future of Kashmir. The nuclear 
proposals, it said, were exactly what a con- 
ventionally superior power would propose 
to a weaker one to remove its main deter- 
rent card. 

In recent months, New Delhi has had 
private cautions from just about all its ma- 
jor friends that they do not see the Prithvi's 
deployment as a good idea. The overtures 
have been muted, because unlike Chinese 
or North Korean missiles in the Middle 
East, the Prithvi is based on indigenous 
technology and is aimed at fulfilling India's 
own perceived security needs. a 
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PAKISTAN 


State of Strife 


Bhutto's rivals call for the military to dismiss her 





By Ahmed Rashid in Lahore 


e are in a state of war," opposi- 
W tion leader Nawaz Sharif declared 

on September 20, the day for 
which he had called a general strike. It cer- 
tainly looked it to the hapless citizens of 
Lahore as Sharif, a former prime minister, 
drove around the city, his bodyguards fir- 
ing AK47s into the air. For Sharif's Paki- 
stan Muslim League (PML), the strike was a 
political success, marked by shoot-outs and 
the arrest of hundreds of PML supporters. 
Most were detained as they tried to force 
shopkeepers to pull down their shutters, 
even as the police tried to pry them open. 

The chaos looks set to con- 
tinue. Determined to maintain 
the momentum of the general 
strike, Sharif announced that 
the opposition would observe 
September 29 as another day of 
protest. ^Matters can no longer 
be resolved in the National As- 
sembly. They will now be put 
before the people's assembly," 
he asserted. 

Clearly, the political battle 
between Sharif and Prime Min- 
ister Benazir Bhutto is moving 
ever farther from the realm of 
parliamentary debate and onto 
the streets. Pakistan is once 
more on the brink of political 
anarchy, and once again there 
are rumblings that only the 
army can save it. 

For Bhutto, the strike took the gloss off 
some major international successes. These 
included the raising of US$1 billion abroad 
through the sale of Pakistan Telecom 
shares and the signing by American inves- 
tors of US$4 billion in deals with local in- 
dustrialists (see related story, Page 84). To 
many Pakistanis, however, these accom- 
plishments only reinforce an impression 
that their prime minister is far removed 
from the economic difficulties that assail 
the man in the street. 

“The government was unprepared for 
the degree of public frustration which the 
success of the strike showed,” said a leader 
of Bhutto’s own Pakistan People’s Party 
(PPP). Judged by the criteria of the IMF, 
Bhutto has performed well on the macro- 
economic front. But she has had to pay a 
stiff price in terms of a recession and politi- 
cal turmoil. Her inability to strike a balance 
between these conflicting demands re- 
mains the core problem for her govern- 
ment. 





Crowd-dispersal tactics in strike-hit 
Rawalpindi. Inset: army chief Waheed. 


Indeed, the strike was less a demonstra- 
tion of support for Sharif than a measure 
of public despair at the country’s economic 
woes. Though Bhutto has cut the budget 
deficit, maintained an austerity drive and 
privatised public utilities, she has done lit- 
tle to kick-start the economy, which stalled 
after a six-month-long political crisis last 
year. 

The government says inflation in 
August stood at 11.7%, but economist 
Hafeez Pasha, head of the Centre of Ap- 
plied Economics, says it is running at “more 
than 20%.” He adds that there is “a lot of 
frustration because there is no economic 
activity and the government is doing 





nothing about it.” He says 
prices of many basic 
foodstuffs have doubled 
in Karachi. Meanwhile, 
floods in Sindh have des- 
troyed at least 10% of the cotton crop. 

The taxman’s harassment of industrial- 
ists thought to be close to Sharif has not 
reflected well on Bhutto, either. The gov- 
ernment has announced it will bring cases 
of tax evasion amounting to Rs 1.7 billion 
(US$54 million) against Sharif's industrial 
conglomerate, Ittefaq. State-owned banks 
have stopped lending to Ittefaq and other 
firms linked to PML members. 

The courts are also looking into charges 
against Sharif of influence-peddling and 
illegal allotment of land when he was 
prime minister. Sharif's response: “We 
have been pushed to the wall and will now 
take all measures ensuring the cleansing of 
the nation from this government.” 

Sharif's hasty decision to call a strike, 
however, was made partly to deflect the 


FAR EASTERN ECONOMIC REVIEW 





fallout from a report in The Washington 
Post. This quoted him as saying that when 
he was prime minister, he had stopped the 
then army chief, Gen. Mirza Aslam Beg, 
from organising a military-intelligence op- 
eration to smuggle heroin to the West. The 
interview proved immensely embarrass- 
ing, not least because Sharif is desperately 
trying to get the army to dismiss Bhutto. 
Denying the interview ever took place, he 
is suing the newspaper for US$100 million. 
The Post has stood by its story. 

Also trying to get the military to take a 
tougher line is a group of rightwing politi- 
cians and retired generals opposed to both 
Bhutto and Sharif. The main coordinator of 
this effort is Pir Pagara, who leads a faction 
of the PML opposed to Sharif. He and his 
supporters want a military takeover, fol- 
lowed by the installation for a three-year 
term of an army-backed government that 
would bar both Sharif and Bhutto from 
politics. 

"Unless there is a major change in the 
policies of the PPP and the PML, 
the army will have to step in to 
save the country," says a 
member of this group, former 
Federal Minister Zahid Sar- 
faraz. 

Meanwhile, yet another 
group in Parliament, led by MP 
Mir Zafarullah Jamali, is trying 
to persuade the military to back 
a vote of no-confidence against 
Bhutto. He hopes to sideline 
both Bhutto and Sharif, thereby 
preventing an actual military 
takeover. 

The army chief, Gen. Abdul 
Waheed, has refused to com- 
ment on these speculations. He 
has so far declined to meet poli- 
ticians and has ordered his gen- 
erals to do the same. Neverthe- 
less, the army is reported to be 
deeply concerned about the 
present state of the country. Of im- 
mediate concern to the military are 
the growing crises in the provinces 
of Sindh and Baluchistan, which Bhutto 
has tended to ignore. 

Five to 10 people a day are being killed 
in Karachi in shoot-outs between rival 
groups. In Baluchistan, bloody warfare be- 
tween rival tribal chiefs left nine dead and 
20 wounded in the provincial capital, 
Quetta, in August. The PML-led coalition 
government of Chief Minister Nawab 
Zulfiqar Magsi is refusing to accept fed- 
eral-government directives or cooperate on 
key economic issues such as oil explora- 
tion by foreign companies. 

As prime minister, Bhutto has the op- 
tion of imposing central rule in Balu- 
chistan. But if she does so, violence in the 
province may intensify. Once again, Paki- 
stan is being pulled into a dangerous vor- 
tex of its politicians’ making. " 
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SUBICTELECOMS 


THE MOST ADVANCED TELECOMMUNICATIONS VENTURE 


IN THE COUNTRY AND IN THE REGION. 


A glimpse of the future 


Imagine a telephone order from New York for a pair 
of jeans to a company in California, simultaneously 
received and attended to in Subic, all in real time. 
Imagine too, parcels from all over ASEAN processed 
and routed long-distance to their worldwide destina- 
tions, also via Subic. 


Or picture a ton of credit card receipts, electronically 
compiled from all over the world through Subic, 
bundled and sent back on the same day to some 120 
countries where cardholders come from. More simply, 
think of 1,000,000 conversations — on voice, data or 
fax—completed at any given moment right up in 
Subic. 


Then and then only, will you have a fair idea of what 
Subic Telecoms is all about. 


In fact, all of the above scenarios will soon be a reality 
in 4 months or less, courtesy of Subic Telecoms. 
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Unbeatable in its pedigree 


An offspring of 3 forward-looking entities, SBMA, 
AT&T and PLDT, Subic Telecoms combines all their 
strengths which you will be hard put to find elsewhere 
in Southeast Asia. 


With SBMA's incentive package to multinationals to 
base their operations in Subic, coupled with PLDT's 
experience as the country's biggest telecoms backbone 
and gateway, and matched by AT&T's expertise in the 
most advanced and comprehensive telecoms systems 
and hardware—all of these unite formidably to take 
your business to the scale and height you desire. 


Subic Telecoms. 


We're here. We're new. We're ready to take your 
business to the year 2000. 


And beyond. 
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BURMA 


Lip Service 


Generals open dialogue with Aung San Suu Kyi 





ith its dreary diet of government- 
Ws news, the daily New 

Light of Myanmar rarely causes a 
public sensation. But on September 21, ex- 
cited buyers surrounded news vendors in 
Rangoon before dawn, snapping up papers 
at more than twice the regular price. Every- 
one wanted to see pictures of the previous 
day's event: the first-ever meeting between 
Burma's two most powerful generals and 
Aung San Suu Kyi, the detained leader of 
the country's democracy movement and 
winner of the 1991 Nobel Peace Prize. 

It didn't matter that the newspaper re- 
vealed next to nothing about what was said 
during the landmark meeting. "The main 
thing was that they met at last,” says a 
Burmese who works for an international 
organisation. Indeed, a well-connected Bur- 
mese business person concurred, the offi- 
cial meeting with Suu Kyi by Gen. Than 
Shwe, chairman of the ruling State Law 
and Order Restoration Council (Slorc), and 
his intelligence chief, Lieut.-Gen. Khin 
Nyunt, amounted to recognition of her po- 
sition as the country's opposition leader. 

At the very least, analysts say, it 
amounted to recognition by the military 
junta that Suu Kyi is a problem that won't 
go away. As Burma struggles to launch its 
economy, Western powers are blocking 
hundreds of millions of dollars in develop- 
ment aid pending improvements in Bur- 
ma's human-rights situation. Even Thai- 














The most troublesome item on the junta's agenda. 


land, while promoting "constructive en- 
gagement" with Burma, has urged Slorc to 
open a dialogue with Suu Kyi. 

At this point, it's too early to be certain 
that the fledgling dialogue will amount to 
anything more than a public-relations ex- 
ercise. "We're happy,” said the interna- 
tional-organisation staffer. "But how can 
we be sure that the military is sincere this 
time when they have cheated us so many 
times before?" Yet even opening talks with 
Suu Kyi represents a departure by the mili- 


1 Don't Want a Personality Cult’ 


Until the meeting їп Rangoon, one of few 
concessions Burma's generals had made to- 
wards Aung San Suu Kyi was a visit by 
United States Congressman Bill Richardson 
on February 14. Some key remarks she made 
during that encounter haven't previously 


been published. Excerpts: 


On her role in Burmese politics 


I don't want to see a new personality 
cult develop. When we set up a demo- 
cracy here, we need to base it on solid 
principles, not individual persons. What 
is needed at the base is a spirit and will 
for reconciliation . . . The only answer to 
Burma's problem is dialogue . . . Dia- 
logue does not involve winners and los- 
ers. It is not a question of losing face. It 
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involves finding the best solution for the 
country. Public office is not my goal. But 
there are certain values that must con- 
tinue to be upheld. 


On the National Convention 

I think the National Convention is a 
farce . . . I cannot accept it as seriously 
representing the will of the people. Un- 
der current circumstances, there is no use 
talking about a multi-party democracy. 


On "constructive engagement" with the 
junta 1 

I am not sure that the advocates of 
constructive engagement are clear. What 
is the stick supposed to be? Are we talk- 
ing about merely economic reform or 
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tary, which has tried for years to com- 
pletely silence the democracy movement. 

Suu Kyi first called for a dialogue be- 
tween the military and the democracy 
movement more than six years ago, during 
the upheavals of 1988. The military's re- 
sponse was to place her under house arrest 
on July 20, 1989, and to lock up 
scores of her supporters. Not even 
the landslide victory for Suu Куїз 
party, the National League for De- 
mocracy (NLD), in the May 1990 
general election convinced the gen- 
erals that a dialogue was necessary. 
As before, they responded with a 
heavy hand: More than 60 MPs- 
elect were arrested and others were 
driven into exile. 

Until the latest development, the 
military had been pursuing a four- 
track strategy to remain in power, 
an American State Department offi- 
cial points out. The first task was to 
crush the NLD. This has been done 
successfully: What is left of the NLD 
inside the country has been cowed 
into submission, and the exiled ac- 
tivists have been marginalised. 

The second task was to strike 
cease-fire agreements with the 
ethnic rebels. Now, nine of the most 
important rebel groups have agreed 
to stop fighting in exchange for business 
opportunities. This has largely neutralised 
the rebel threat, while weakening fugitive 
NLD activists who operated from rebel- 
controlled zones. 

The third task was to go ahead with a 
“National Convention” to write a “new 
constitution” to provide the regime with 
its legal underpinnings. This 700-man as- 
sembly consists mostly of delegates hand- 
picked by the military, only a handful of 
whom come from the ranks of those 
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also political reform? If so, then you have 
to impose conditions. For me, dialogue is 
the condition. The Slorc is under a lot of 
pressure, and pressure always works. 


On economic development 

The success of any economic system 
is confidence — confidence between the 
government and the people, confidence 
between government and business . . . 
Confidence here in Burma is low because 
of the way the election was not respected. 


On her marriage to English academic 
Michael Aris 


The Slorc doesn't seem to have a clear 


understanding of Burmese women. Far 
from worrying about my coming under 
foreign influence from my husband, they 
should be feeling sorry for Michael. 


m Bertil Lintner 
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“Quiet please, performance in progress.” “A multinational ient of ours 


needed local currency funding in China? says Shirley Ho, Corporate Banking, UBS. “Often the 


simplest solution is the best. But obtaining Chinese Renminbi at short notice is not always easy. 
We located a Chinese company in need of U.S. dollars and quickly secured local funding for our 


client so they could continue growing their business in China” 
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A definition of flexible computing: 


“An open systems interconnect environment in which system 
and network configurations can be modified through 
the use of modular software components in conjunction with 
hardware adapters to permit addition and deletion 
of connection points and/or changes in protocols supported. 
Furthermore, a flexible computing architecture shall 


allow for expansion or contraction of processing components 
and/or memory to allow growth of centralised 
systems or servers or the redeployment of systems into 
distributed elements." ~ The competition 





Common sense translation: 


“As your business changes, your computer system should 
be able to change with it.” ~ Data General 


engineered into its basic design. So you can recover 
from any computing problem quickly and expect 
information that’s not only accurate, but available. 
i's also more capable. Data General has set the 
mark for others to follow with proven AVION results 
ers of users, large numbers 


of transactions, and managing very large databases 
much more efficie à 
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5 See what common sense can door your business. 


Call your focal Dato General office or e.mail us at 
commonsenseadg.com for а free: copy of our guide 
to computing: The Common Sense Connection 


€ Data General 


“con. Bringing Common Sense to Computing 
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COMMUNICATIONS SERVICES + NETWORK SYSTEMS + AT&T GLOBAL INFORMATION SOLUTIONS 2 


As Asia's prospects become more brilliant every day, 
AT&T Bell Laboratories is keeping up with the pace with daily 
revelations in telecommunications research. 


А new invention patented every day since 1925 to be exact. 


Daily Discoveries 





| We have 27,000 researchers, 4,000 of whom hold doctoral 
degrees, working around the world. These scientists have 
discovered the laser, the transistor and the communications 
satellite to name but a few breakthroughs. And soon, AT&T Bell 
Laboratories will open our first lab in China. 

With over 100 years experience and the unparalleled 
achievements of AT&T Bell Laboratories, we are the only 
company that designs, builds and operates complete, state-of- 
the-art communications networks worldwide. 

Our business is complex, but our vision is simple. We want 


to help people keep in touch, across Asia and around the world. 
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CAMBODIA 


Party Line 


Big Brother is listening to Cambodia’s mobile phones 





By Nate Thayer in Phnom Penh 
A high-ranking Cambodian official re- 





cently asked his dinner guests to 

switch off their mobile telephones 
and remove them from the table. The re- 
quest wasn’t just a matter of etiquette. 
Guards at the American Embassy, for ex- 
ample, routinely confiscate phones before 
allowing visitors to enter the premises. The 
reason: Security experts say the phones can 
be used as listening devices, broadcasting 
overheard dialogue to spies with tape-re- 
corders. 

Already, eavesdropping on electronic 
conversations is so widespread in Cambo- 
dia that it’s practically a spectator sport. A 
foreign resident of Phnom Penh recalls 
what happened when his mobile phone 
rang as he was having a drink with a sen- 
ior official; as the foreigner picked up his 
phone, the official smiled, pulled out a 
small hand-held radio, and proceeded to 
broadcast the conversation. 

But for the Cambodian security services, 
it’s not always enough to hear what's be- 
ing said. Often, they want to know who's 
saying it. Security personnel have repeat- 
edly seized computerised telephone 
records from public and private communi- 
cations firms in Cambodia, executives of 
these companies acknowledge. The 
records, intended for use in billing, iden- 
tify the origin and destination of all calls to 
and from phones used in the country. 

These intrusions aren't arbitrary, ac- 
cording to security officials, foreign intelli- 
gence operatives and communications ex- 
perts. They became widespread in the 
wake of the failed July 3 coup attempt, as 
the government began aggressively moni- 
toring the phone and fax communications 
of suspected plotters within its own ranks. 
But the monitoring web quickly spread to 
include government critics in general, and 
their contacts. Targets now include jour- 
nalists, businessmen, diplomats, United 
Nations officials, human-rights activists 
and even some cabinet ministers. 

Many officials, human-rights investiga- 
tors, diplomats and journalists now refuse 
to discuss even vaguely sensitive issues 
over the phone. Instead, they set up meet- 
ings in person, using pre-arranged code 
names for the locale. And fearful that 
phone records will brand them guilty by 
association, many officials balk at taking 
even routine calls from human-rights in- 
vestigators or journalists. 

The practice of monitoring suspected 
political opponents appears to violate the 
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Prince Ranariddh: Who else is listening? 


Cambodian constitution. Article 41 states: 
"The rights to privacy of residence, and the 
secrecy of correspondence by post, tele- 
gram, fax, telex, and telephone shall be 
guaranteed." 

But when a foreign journalist asked In- 
terior Minister You Hokry for his comment 
on claims that the recent assassination of a 
local newspaper editor was politically mo- 
tivated, the minister erupted with anger. 
“Who has called you and said this?" You 
Hokry demanded. When the journalist de- 
clined to divulge his source, the minister 
responded: "I will go to Samart tomorrow 
and find out who these people are who 
called you saying this." Cambodia Samart 
Communication Co. is the country's larg- 
est phone provider. 

The next day, an Interior Ministry three- 
star general appeared at the journalist's 
office. He held а computerised list of the 
telephone numbers of people who had 
called the news office after the assassina- 
tion; the general wanted to know their 
identities. 

Sources from all four private phone 
companies operating in Cambodia report 
that Interior Ministry officials have de- 
manded computerised records of certain 
clients’ calls. Some of the companies ini- 
tially balked at violating the understand- 
ing of confidentiality they have with their 
clients, but they eventually gave in to gov- 
ernment pressure. In one case, security of- 
ficials threatened to send in troops to forci- 
bly confiscate the records if their demands 
weren't met, according to a company exe- 
cutive who asked to remain anonymous. 

“Many times this has happened to us,” 
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confirms Anil Chandra Adhikari, general 
manager of Cambodia Mobile Telephone 
Co. (CMTC). "When they come with a letter 
from the Ministry of Interior and say they 
want the details of this number and who 
called in and out between this time and 
this time, there is no way out. I give it to 
them. I have no choice." 

Phnom Penh-based diplomats 
say the Cambodian Interior Min- 
istry employs about 800 people 
solely to keep track of the activi- 
ties of foreigners in Cambodia, in- 
cluding their communications. 
While the seizure of phone 
records is the government's fa- 
vourite monitoring method, the 
official eavesdropping can take 
other forms as well, security and 
communications experts say. 

Land-line phones can be moni- 
tored by placing a bug either di- 
rectly on the phone, in the neigh- 
bourhood switchbox, or at the ori- 
gin of the line at the Ministry of 
Post and Telecommunications. 
Fax monitoring is even simpler; 
the government hooks up an ex- 
tra fax machine to the monitored 
line and receives a copy of each 
incoming and outgoing fax. 

Monitoring of mobile phones is also 
commonplace. Scanning equipment, avail- 
able on the local market, scans the less than 
200 channels in use in Cambodia. More 
sophisticated computer equipment can au- 
tomatically turn on a tape-recorder when- 
ever a targeted phone is used, communica- 
tions experts say. Phones can be identified 
by the code numbers in their identity chips. 

Due to the severe limitations of Cambo- 
dia’s public communications infrastruc- 
ture, mobile phones served by private net- 
works are vital accessories for officials, 
businessmen and journalists. But govern- 
ment eavesdropping and record seizures 
aren't the biggest problems facing the op- 
erators of these networks. 

"Our main problem is bad debt — 
mostly from government VIPs,” says 
CMIC's Adhikari. He says his company, 
which uses Motorola equipment and is the 
second-largest mobile-phone company in 
Cambodia, has more than US$1 million in 
bad debts, more than half of which is owed 
by the government. “The ministries guar- 
antee the local and international calls, but 
they never pay,” Adhikari laments. 

Industry leader Samart says 55% of its 
invoices have gone unpaid since it began 
operation in 1992. The worst offenders, 
Samart officials say, are government and 
military officials. “Many times, if we shut 
off a phone for non-payment, they just 
walk in the office with AK47s and say, 
‘What do you think you're doing? Turn 
my phone back on now’,” a senior Samart 
official says. “What are we supposed to do? 
We turn the phone back on.” m 
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Political Showdown 


Reshuffle will test premiers' power 





By Nate Thayer in Phnom Penh 


A sweeping shake-up of government 
proposed by Cambodia's two prime 
ministers, Prince Norodom Rana- 
riddh and Hun Sen, has set the scene for a 
showdown with their powerful rivals 
within the Cambodian People's Party (СРР). 

The proposal, which has been submit- 
ted to the CPP politburo for approval, calls 
for up to seven key ministers to swap jobs, 
and for a number of provincial governors 
to step down, senior officials told the 
REVIEW. Just as significantly, it calls for the 
removal of some senior army and police 
officers considered loyal to co-Interior Min- 
ister Sar Kheng and his brother-in-law, CPP 
strongman Chea Sim. 

The changes are expected to be an- 
nounced within the next few weeks, but 
not before extensive closed-door wrangling 
among the Cambodian factions. By then, 
the changes are liable to look very different 
from the proposals set out by the co-pre- 
miers. The final shape of the government 





will reveal much about 
the balance of power in 
Cambodia, where Rana- 
riddh and Hun Sen are 
struggling to bring the 
disparate elements of the 
apparatus of state under their control. 

"It will happen in the next few days or 
weeks, but it is not a big reshuffle, just a 
reshuffle to strengthen the cabinet to be 
more responsive, Hun Sen said on Sep- 
tember 20. It's not surprising that Hun Sen 
played down the scope of the proposal. 
With the shake-up, the co-premiers are try- 
ing to strengthen their own hand while 
eroding the power base of figures such as 
Sar Kheng, whom they suspect of involve- 
ment in a failed July 3 coup attempt. But 
they know they must proceed delicately to 
avoid an open conflict. 

On the cabinet level, the premiers are 
bidding to shift loyal ministers into key po- 
sitions. The men they replace won't be 
ousted from the government, but simply 
handed less-sensitive portfolios. Almost 





Finance Minister Rainsy. 


certain to meet this fate 
are the reformist eco- 
nomy and finance minis- 
ter, Sam Rainsy, and his 
close ally, Foreign Minis- 
ter Prince Norodom 
Sirivudh, political insid- 
ers say. Though highly 
rated by diplomats for 
their performance, both 
men are considered too 
independent by the pre- 
miers. 

Possibly even more 
sensitive than the cabinet reshuffle is the 
premiers' proposal to reassign five re- 
gional military commanders and a number 
of second-tier Defence and Interior Minis- 
try officials. Both ministries are considered 
bastions of support for the Sar Kheng- 
Chea Sim СРР faction; three senior Interior 
Ministry officials were arrested in the 
wake of the coup attempt. And after the 
army’s last dry-season debacle, Ranariddh 
and Hun Sen want to reorganise the army 
before it goes on the offensive again late 
this year. 

“The premiers want their own army, 
and want to minimise the role of the po- 
lice,” says a senior official. Their proposal 
to revamp the government “is evidence 
that the current system doesn’t work for 
them.” " 
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Anwar Ibrahim is deputy prime minister of Malaysia. This article 
is adapted from a recent speech delivered in Bangkok to the 
Institute of Policy Research for Development. 


Asia's New Civility 


mong the nations of Southeast 
A Thailand alone has been 

spared the ravages of colonialism. 
Others in our region were less fortunate. 
They were simply overwhelmed by the 
sheer firepower of the marauding Euro- 
peans; internecine conflicts and other so- 
cial and political problems made them 
easy prey to foreign aggression. It was 
left to the new generation, through na- 
tionalistic movements, to regain our free- 
dom and nationhood. 

From the vantage point of our time, 
the upshot of the process of decoloniali- 
sation in Southeast Asia was to empower 
the people themselves. It liberated their 
minds and restored their confidence. In 
fact, national independence would not 
have been possible without the prior cul- 
tivation of the spirit of liberty and nur- 
turing of the aspiration for a just social 
order. Once this took root, it acquired a 
life of its own. This spirit became the en- 
during theme in the consolidation period 
for nation-building and the great thrust 
for economic and social uplifting. 

The economic empowerment of South- 
east Asia has been a remarkable achieve- 
ment. Yet we cannot be content with eco- 
nomic progress alone. We seek liberality 
in politics and enrichment in culture. The 
people must not be subjected to conde- 
scending and patronising postures. There 
must be efforts to eliminate injustices and 
to remove social blights from our socie- 
ties. We must have the courage to ad- 
dress the stark contradictions within our 
societies. Our self-induced euphoria with 
respect to our remarkable economic 
growth must not blind us to the parallel 
rise in corruption. This is a fundamental 
issue at the core of our moral and ethical 
formations. There can be no compromise 
on this. 

The experience of Southeast Asia in 
economic, social and political develop- 
ment is indeed rich and varied. Yet today 
we see Asian, especially Confucian, val- 
ues now invoked in support of the propo- 
sition that democracy is inimical to politi- 
cal stability and economic growth. But this 
notion has been effectively debunked by 
the experience of both Thailand and Ma- 
laysia. Political liberality is not incompat- 
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By Anwar Ibrahim 





ible with strong economic performance; 
these countries have sustained growth for 
more than three decades while practising 
open and vibrant forms of democracy. As 
for Asian values, they have produced 
great civilisations in the past. If these val- 
ues are to contribute towards an Asian 
renaissance, however, they must serve as 
a source of liberation. Asian cultural re- 
newal must mean the cultivation of all 
that is true, just and caring from our heri- 
tage, not by perpetuating the narrow and 
oppressive order of the feudal past. 
Challenges and threats to our matur- 
ing civil society still lurk in the back- 





& If these values 
are to contribute 
towards an 
Asian 
renaissance, they 
must serve as 
a source of 
liberation y 





ground. Although the Communists have 
conceded defeat and ceased their cam- 
paign of aggression and violence, there 


‚ remains the menace of ethnic intolerance 


and religious extremism. It was Furnival 
who coined the term "plural society" and 
described plurality as the defining feature 
of Southeast Asia. The brutality of ethnic 
violence and the havoc wrought by reli- 
gious fanaticism in our times should im- 
pel us to take a firm position with regard 
to these forces. Despite our liberality, the 
fact that our societies have been to a large 
extent spared the ugliness of these forces 
is largely attributable to our readiness to 
act decisively when necessary. 

For reasons of justice, no group should 
be marginalised or denied full participa- 
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tion in the national economic and politi- 
cal process. There must be genuine efforts 
to gradually reduce social inequities. This 
will be the best guarantee of our social 
harmony and stability. Democracy is 
about the only system which provides the 
channel for the expression of discontent 
and dissent. Properly instituted, demo- 
cracy will ensure order and stability. Be- 
cause it allows legitimate grievances to 
be aired and contentious issues debated, 
democracy prevents the accumulation of 
pent-up violent and disruptive forces. Still, 
we must constantly be vigilant against the 
abuse of democratic institutions to whip 
up racial and religious intolerance. As 
President Vaclev Havel discovered in the 
former Czechoslovakia, without these pre- 
cautions, democracy might also see the 
"sewers of the nether regions of the hu- 
man psyche" overflowing and infecting 
our minds. 


eligion and spirituality run deep in 
F the Asian character. They have been 

a great source of strength to us, and 
will be the bulwark against moral and 
social decay. But the challenge before us 
is to cultivate moderation in religious life 
and promote the teaching of universal per- 
spectives. In facing the manifold chal- 
lenges to civil society, we must remain 
focused on its basic needs. Foremost of 
these is the creation and preservation of 
social order, without which there would 
be chaos. 

Under a truly democratic regime, such 
an order will be achieved not simply by 
the coercive power of the state but 
through the exercise of authority subject 
to accountability. On the part of the peo- 
ple, the proper and legitimate assertion 
of one's individual rights must go hand 
in hand with the recognition of private 
duties towards the good of society. Lib- 
erty must not be allowed to degenerate 
into immorality and permissiveness. This 
sense of social discipline must exist if we 
are to bring to fruition an Asian civil so- 
ciety built upon our ideals of democracy. 
For however fervent our hopes, and how- 
ever great our labour, only through jus- 
tice and virtue can we truly attain and 
sustain our prosperity. a 
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| Successful people 
T apply a vast 
amount of energy 
creating prosperity 

and position. 
However, the 
future is never certain. 
Unpredictable political, eco- 
nomic or personal circum- 
stances could adversely affect 

their wealth. 

Protection of a hard-earned 
fortune must be a priority, and 
now is the time to make 
arrangements which can pre- 
serve wealth for the future, so 


SOONER OR LATER YOU'LE NEED TO PUT, YOUR TRUST 


Shs ae ЭД 


that you can be sure that your 
loved ones will be looked after. 

Almost certainly the best 
way to achieve that purpose 
will be a Trust. Because a 
Trust is at the core of wealth 
preservation as well as other 
broader asset protection 
devices. 

But a Trust needs a Trustee, 
so who can you talk to? Who 
can you trust to be uncompro- 
misingly professional, utterly 
discreet, and of course 
absolutely dependable? 

HongkongBank International 
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| trust will 
take care of 
a family 


Tuse provides but who will 
take care of 
the trust? 


all the neces- 
sary experience 
and expertise, 
with the backing 
of the HSBC 
Group. Our special service is 
designed to protect and preserve 
your assets, worldwide, through 
an international network of 
branches and subsidiaries 
offering total protection and 
easy transfer of assets. 

We call it Global Asset 
Protection. 

It provides for unique admin- 


HongkongBank International Trustee Limited 


member HSBC 4X» group 





istration of 
your financial 
affairs, and 
unparalleled 
protection for 
your future. 

Consider well in whom you 
place your trust. 

Act now to capitalise on the 
distinct advantages of Global 
Asset Protection. 

Telephone 533 6222 or 
write to HongkongBank 
International Trustee Limited, 
Level 13, 1 Queen's Road 
Central, Hong Kong. 
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TRAVELLERS' TALES 





HOLY COW: The Jarkar family of Man- 
char, India, wasn't sure what to do when 
their bullock died recently. This was no 
ordinary moo-moo, you see. All cows are 
considered special in India, but this par- 
ticular animal had become the family's 
elder statesman, er, statesbull. 

The other farmers suspected Madhan 
the bullock was extraordinary because his 
owner, farmer Machindrashet Jarkar, is a 
champion bullock cart racer in the dis- 
trict, but would not race Madhan. 

The distraught family made up their 
minds. They organised a Dashkriya Vidhi 
— а complex religious ceremony normally 
held 10 days after a human death. The 
rituals are a sort of spiritual visa which 
enable the deceased to go straight to 
heaven. More than 500 society guests were 
invited to the Vidhi meals, I hear from my 
man in India, Noel Lobo of Poona. 

After 10 days of mourning, the Jarkar 
family shaved their heads according to 
Hindu tradition. The Maharashtra Herald 
reported that among the high-ranking 
people who offered their condolences to 
the grieving family was Naryan Hinge, a 
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Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 


former president of a bank. There was 
much weeping for Madhan. “He was 
looked upon as a family member of the 
Jarkars and in his demise, they felt the 
loss of an elder,” said the newspaper. 

I can imagine Madhan trying to ar- 
gue his way past St. Peter at the Pearly 


Gates: “Yeah, I know I look like a cow, 
but I got this special visa . . .” 





THE SPEED OF SOUND: The Thailand 
Times of August 16 had this fascinating 
titbit (below) about the Woodstock ’94 
concert in New York. | never realised that 
90 minutes was equivalent to 70 kilometres. 
1 guess the metric system is just too 
complicated for me. 














Headliners Aerosmith closed 
out the night with a tightly- || 
drawn 90 minute (70 km) set of | 
hard rock including a spirited 
version of Eat the Rich and the 
classic Walk This Way. 








PLAGIARISM: Reader David Unkovich of 
Thailand was fascinated to read in the 
Nation newspaper of August 25 that at a 
recent product launch, “the representative 








AUCKLAND. BANGKOK. 


the 


(Же 


HoNc Комс 


А Four SEASONS * REGENT HOTEL 


BEVERLY HILLS. 


CHIANG MAIL. 


FIJI. 
CONTACT YOUR TRAVEL COUNSELLOR OR ANY REGENT INTERNATIONAL WORLDWIDE RESERVATIONS CENTRE. 


s 


HONG KONG. 





of Yamaha Motor Co., Ltd. [Japan], gave 
the plague to Mr. Kasem Narongdej." 

I don't know about you, but I think 
that these men's social lives and anything 
they may or may not catch are entirely 
their own business. 





THAT'S RICH: The Bangladesh Livestock 
Research Institute wants to cut down the 
amount of "affluents" polluting the wa- 
ter systems, according to the front page 
of the Bangladesh Times, August 20. Does 
this mean they are going to stop rich peo- 
ple swimming in rivers? 


BACKGROUND INFORMATION: This 
fascinating map (extract right) appeared 
in Taiwan's Trade Winds magazine re- 
cently, I hear from Michael Cherney of 
Pomona, New York. It's a very nice map, 
but I wonder which planet it shows? 


SHOE THEM AWAY: 
Eric Glasscot of 
Atlanta, Georgia, took 
this photograph (/eft) 
in a wat just outside 
Bangkok. І can only 
assume that the gods 
punish anyone who 
wears their 
Timberlands into a 
holy place by making 
the shoes gradually de-materialise before 
their eyes. 








A TINY BIT PHRA-FETCHED: The affair 
of the Thai monk accused of having sex 
with a follower and fathering a child is 
getting more and more bizarre. Phra 
Yantra Ammarobhiku, who has refused 
to take blood or DNA tests, has announced 
that he is ready to drop his saffron robes 
to prove he couldn't be a daddy. 

I do not wish to shock gentle read- 
ers with unseemly detail, so let me just 
say that he told a Bangkok TV inter- 
viewer that his contribution to conjugal 
matters was no longer functioning. It had 
"shrunk as it had not been used for a 
long time," he told Somkiat Onwimon on 
Channel 9. "It is normal that it has with- 
ered away." 

Unfortunately for him, there's just one 
thing wrong with this excuse. Doctors say 
that it's medically ludicrous. 


UNDER THE TABLE: The government 
of Sri Lanka sends out some fascinating 
statistics. Jon Lindborg of USAID in that 
country wanted to share the enlightening 
title of one particular chart: 

“TABLE 3.7: AVERAGE MONTHLY INCOME 
RECEIVERS INCOME AND PERCENTAGE OF IN- 
COME RECEIVERS BY INCOME RECEIVERS IN- . 
COME AND PERCENTAGE INCOME RECEIVERS 
AND SECTOR." 

Well, I hope that's perfectly clear. ш 





At The Regent, we draw ous 


inspiration from some rather unusual 


places. After all, we understand that 


man cannot live by bread alone. 
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Ё People... 
have the 
capability to 
reproduce 
and the 
freedom to 
decide if, 
when and 
how often to 
do so 5 





Education is a key factor in empowering women. 
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Talking Sense on Population 





Cairo conference empowers women and lets individuals decide 


the recent International Conference on 

Population and Development, at which 
more than 15,000 people from 182 countries took 
part, went remarkably well. Unlike the Earth Sum- 
mit in Rio two years ago, the conference did not 
turn into a shouting match between the world's 
rich and poor countries. More to the point, the 
Cairo meeting agreed that individuals, not gov- 
ernments, were in the best position to decide how 
many children to have. 

The relationship between population, popula- 
tion policies and development was emphasised to 
a greater extent than at the population conferences 
in Bucharest in 1974 and Mexico City in 1984, with 
the final Programme for Action calling for both 
social and economic development goals. Popula- 
tion increases need not be feared, given economic 
development. But, in the absence of economic 
growth, a decent standard of living cannot be guar- 
anteed even for relatively small populations. 

As is frequently the case, the United States 
played a prominent role, with much of the Pro- 
gramme of Action reflecting the handiwork of 
American feminists. But the influence was benign. 
The emphasis on "empowering" women through 
promoting health care and education provided 
common ground for all countries. 

But the conference did regard the world's bur- 
geoning population as a source of concern. A state- 
ment which President Suharto of Indonesia pre- 
vailed upon 65 countries — members of the Non- 
Aligned Movement — to sign warned that unbri- 
dled population growth would result in a short- 
age of food, housing, health service and educa- 
tion. 

While the conference did set a target of keeping 
the world's population below 7.5 billion by 2015 — 
compared to 5.7 billion today — it acknowledged 
that the job of curbing the population explosion 
was best done by individuals. The conference ac- 
knowledged that individuals have reproductive 
rights, which include the right to decide freely and 
responsibly the number, spacing and timing of their 

4, children. 

As the Pro- 
gramme of Action 
says: "People .. . 
have the capability 
to reproduce and 
the freedom to de- 
cide if, when and 
how often to do 
so." At the same 
time, however, 
couples have the 
right "to be in- 
formed and to 
have access to 
safe, effective, af- 
fordable and ac- 


D espite controversies over abortion and sex, 
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ceptable methods of family planning of their choice 
for regulation of fertility.“ 

This is at variance with China's government- 
sponsored one-child policy, but since the confer- 
ence agreed that its recommendations were not 
legally enforceable, being subject to the sovereign 
right of each country and its national laws, Beijing 
will not be required to abandon the coercive way 
in which it promotes its policy. China's birth-con- 
trol policies are bound to come under scrutiny 
next September, when Beijing is scheduled to host 
the fourth world conference on women. 

The compromise reached in Cairo on abortion 
was sensible. Islamic states joined the Vatican in 
opposing abortion as a means of birth control. As 
Prime Minister Benazir Bhutto of Pakistan said, 
quoting the Koran, "Kill not your children on a 
plea of want. We provide sustenance for them and 
for you." The conference agreed, however, that 
when it is necessary to perform abortions, they 
should be performed safely so as not to risk the 
life or health of the woman. Fortunately the U.S., 
which at one time apparently considered promot- 
ing the right to abortion as a new international 
right, drew back from that position. 


learly, the governments of the world still 
believe that keeping the population down 


is an important objective, and that not to 
do so is to risk plunging large numbers of people 
into the depths of famine, disease and poverty. As 
U.S. Vice-President Al Gore noted repeatedly, it 
took 10,000 generations for the world to reach a 
population of 2 billion, and yet over the past 50 
years, the population has gone from 2 billion to 
5.6 billion and, over the next 50 years, may rise to 
9 billion or 10 billion. That kind of increase is 
clearly destabilising and, while the earth may be 
able to provide for 10 billion people, it would be 
foolhardy to stake the welfare of so many people 
on a mere assumption. 

So what the governments have set out to do is 
to provide their people with a better life, and more 
choices. And, as has been made evident in coun- 
try after country, when couples know that their 
children are going to survive, they know it is safe 
to limit their numbers. Educating girls, moreover, 
usually results not only in delaying the birth of 
their first child, but also in their getting jobs and 
having fewer children. Better health care, better 
education and a higher standard of living lead 
naturally to a lower birth rate. This has been evi- 
dent in Europe, where fertility rates have been 
declining for decades. It is now evident in the 
newly prosperous societies of Asia, such as Hong 
Kong, Taiwan, Singapore and South Korea. 

As Nafis Sadik of Pakistan, secretary-general 
of the conference, said: “I think the most impor- 
tant achievement of this conference is to . . . allow 
women and men to make decisions about family 
size and the number of children." n 
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T here are many Asian-based bank- 
ers who were happy to have at- 
tended the 1994 Asian Develop- 
ment Bank meetings in Nice, but who 
politely informed their bosses that they 
would just as soon give the late-Sep- 
tember International Monetary Fund 
meetings in Madrid a miss. 

Asia isn't much interested in the rest 
of the world these days, except as an 
afterthought, because there is too much 
happening at home. Banks, be they lo- 
cal or branches of foreign banks, are too 
busy tending to the needs of Asian cli- 
ents in both the public and private sec- 
tors. 

“In a way the trend is predictable,” 
says Antony Leung, coun- 
try corporate officer for Citi- 
bank in Hong Kong. "Banks 
have to follow their custom- 
ers. I see many banks ven- 
turing outside their home 
markets because of the 
China factor and now India 
and Vietnam are becoming 
very attractive." 

Not long ago, executives 
in charge of Asia for many 
Japanese and American 
banks found their head of- 
fices uninterested in their 
ambitious strategies to ex- 
pand in the region. Manage- 
ments were preoccupied 
with meeting Bank for In- 
ternational Settlements capi- 
tal-adequacy requirements. 
Now that is behind them. 

Japanese bankers who have avoided 
going to the Philippines for years are 
scheduling trips to Manila, drawn both 
by new liberalised rules for foreign 
banks and the interest of their clients. 
The Americans, meanwhile, who have 
been operating in the Philippines in 
force for years, are debating when to 
open representative offices in Vietnam, 
preferably in Ho Chi Minh City. 

Japanese banks would be doing the 
same, but Japan's Ministry of Finance 
has barred banks from lending in Viet- 
nam until arrears of over US$200 mil- 
lion are cleared up. The Bank of Tokyo 
is currently negotiating with the Viet- 
namese central bank in an effort to re- 
solve the matter. 


Hong Kong banks: good fortune in property. 
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Asia Shifts Into Top Gear 


It's boomtime in the region's own backyard 


By Henny Sender in Hong Kong 


American and Japanese banks are 
not the only players in Asia. The Ko- 
rean banks, now well capitalised, have 
become big investors in the paper is- 
sued by borrowers across the region, 
and the Taiwanese are trying to follow 
suit where politics isn't a problem. 

Singapore's enviably well-capitalised 
banks are being encouraged by the gov- 
ernment to explore the challenging en- 
vironment of China. In addition, the 
city-state's bankers compete for space 
on flights throughout Indochina with 
bankers from Malaysia. The overseas 
Chinese banks of the region, such as 
the Bangkok Bank and Singapore's 
Oversea Chinese Banking Corp., con- 


tinue to develop their networks based 
on the expansion of family empires. 
While the Japanese banks are back 
in full force, competitors wonder if the 
Japanese banks have the skills to capi- 
talise on the new opportunities that in- 
volve more than simply lending mas- 
sive amounts of capital. Historically, the 
thrust of Japanese banks in Asia has 
been "to differentiate themselves by 
their sheer willingness to extend credit 
[primarily to sovereign borrowers]," 
says the head of one U.S. bank's Tokyo 
office. "But are they competition? No." 
“We have been conservative com- 
pared to banks like Citi,” concedes a 
Mitsubishi Bank planner. "They are just 
like local banks. When Japanese banks 
establish branches, they do not go lo- 
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cal; they pick up large corporations and 
give them dollar financing from off- 
shore." 

In order to be competitive interna- 
tionally, the Japanese will have to 
change a system that worked well when 
business meant domestic lending and 
little else. “Our advantage is to train 
people in London or New York, to ex- 
pose them to technology which they can 
then export to other markets," says 
Callum McCarthy, head of Barclays 
Bank in Tokyo. “But if I was a Japanese 
bank, and I wanted to train people, I 
would have to send them to New York 
or London, not keep them in their home 
market. Tokyo doesn't really have the 
technology." 

Whether Japanese banks' 
constraints are imposed by 
the Ministry of Finance and 
Bank of Japan strictures or 
by their own internal man- 
agement structures, they are 
much more free overseas 
than at home. There, the 
rules call for periodic rota- 
tion, which produces gene- 
ralists but few specialists 
who can deal comfortably 
with the complicated instru- 
ments. "In Japanese bank- 
ing," says one senior officer 
of Citibank in Tokyo, "it is 
the role that is respected; 
not the skills of the person." 

But outside Japan, it is 
possible to introduce more 
flexible practices. Sakura Global 
Finance, which has a branch in Hong 
Kong, is headquartered in New York, 
not in Tokyo. "We have introduced a 
mixed policy,” explains Sakura Bank 
deputy president Tsuneo Ikeda. "This 
way we can hire specialists, and give 
them salary and rewards and training." 

Sumitomo Bank Capital Markets, 
which is staffed largely by Americans, 
is structured in a similar way. The firm 
specialises in swaps, derivatives, lease 
financing and commercial paper-backed 
securities programmes, which enable 
clients (both American and Japanese) to 
liquidate assets receivable. “То find such 
products you need to be in New York," 
says senior managing director Kensuke 
Hotta. “Technology-wise, it is the most 
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important." In Tokyo, moreover, it 
would be impossible to pay people or 
promote people in accordance with any 
principle other than seniority. 

АП the Japanese banks stress that 
they are interested in project finance in 
the region. And indeed, they will ac- 
count for the bulk of project lending all 
across Asia. They are expected to ac- 
count for 60% of the loans for the air- 
port project in Hong Kong, for exam- 
ple. But when it comes to project-finance 
advisory work, the Japanese are not in 
the front ranks, unless the project man- 
agers combine the two roles (in which 
case the Japanese get the advisory man- 
date simply because of the leverage of 
their lending). 

Sumitomo, for example, intends to 
strengthen its capabilities. But so far, its 
experience in the region is mostly on 
the back of its lending to its own group 
companies; as when it advises Sumi- 
tomo Chemical on a 
major refinery project in 
Singapore. "For U.S. 
banks, it is a core busi- 
ness," explains Kiyotaka 
Kurokawa, general man- 
ager of Sumitomo 
Bank’s project finance 
department. 

“For us, advisory 
services are to keep the 
relationship. If we do not 
have the ability, we lose 
the confidence of our cli- 
ents.” 

While scouring the 
region for business, the 
Japanese are not alone. 
The Korean banks have been even more 
active on the pan-Asian stage, lending 
to their clients as they move into China, 
Indonesia and other markets in the same 
way as the Japanese. At the same time, 
they have become big investors in both 
straight and subordinated debt issued 
by borrowers in both the private and 
public sectors. 

“Both the Taiwanese and the Ko- 
reans see the political benefit of lend- 
ing in Asia,” says the head of one U.S. 
bank in Hong Kong. “And because their 
funding costs are around Libor plus 30, 
they need assets which give them Libor 
plus 100, not Libor plus 50.” The need 
for higher returns is therefore driving 
the Koreans to the rest of Asia, just as it 
is pushing the Japanese. 

The Taiwanese can’t deal in Asia as 
freely as they wish because of other 
countries’ relations with China. But pre- 
cisely because of China, they are estab- 
lishing offices in Hong Kong. The day 
Chinatrust Commercial Bank opened its 
representative office there in February, 
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one client is said to have asked for a 
loan of HK$500 million (US$64.1 mil- 
lion) for a planned factory in China. (In 
addition, the bank has offices in the 
Philippines, Thailand and Indonesia and 
plans to open in Japan and Vietnam 
soon.) 

The Singapore banks, with capital 
ratios of 18% or more, would seem the 
most obvious examples of banks that 
have grown too big to stay at home. 
Many people therefore wonder why the 
Singapore banks, particularly the gov- 
ernment-owned Development Bank of 
Singapore, don’t do more. They are be- 
ginning to take an active role in Indo- 
china and have always done well in 
Indonesia. But they are not yet regional 
players. 

For many others of the region’s bank- 
ers, home is clearly still best. The Thai 
banks are concentrating on upgrading 
their technology to reap more econo- 


Japan’s yen for overseas projects. 


mies of scale from still hugely profit- 
able retail banking. They are also try- 
ing to grow fee income in the local mar- 
ket as the Bank of Thailand leans on 
them to cut margins on corporate loans. 

Hong Kong’s banks still have the 
good fortune to be Hong Kong banks. 
But while 1994 proved to be a better 
year so far than many feared, changes 
in the cosy interest-rate cartel will make 
the future a bit less comfortable, par- 
ticularly for smaller banks. “There is a 
real danger associated with deregula- 
tion, that little banks will bid up for 
funds,” says Clint Marshall at the Hong- 
kong Bank. “It was meant to protect the 
small guy but the stable deposit base 
will disappear; and when that happens 
to banks, there is a possibility of creat- 
ing real instability.” 

The Hong Kong Monetary Author- 
ity is also introducing regulation to the 
territory, a novel experience for banks 
which have been notoriously under- 
regulated in the past. “They come to 
us; they consider us the best practise 
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and make that the standard,” says 
Marshall, “because we are conservative 
and maintain deep liquidity.” 

This may sound self-serving and ar- 
rogant, especially given the bank’s 
unspectacular trading performance in 
the treacherous first quarter of the year. 
Nevertheless, the Hongkong Bank has 
for years paid close attention to the criti- 
cal areas of credit control and risk man- 
agement. Trading losses for the bank 
are calculated risks, which the bank’s 
treasury staff understand; such losses 
reflect conscious decisions rather than 
lack of control. 

The Hongkong Bank’s way may not 
in fact, work for other banks. Its credit 
function, for example, is based on rela- 
tionships, rather than the centralised 
and impersonal systems favoured by 
many of the Americans. That only 
works in a very stable environment; in 
other banks, which face high staff turn- 
over, such a system could prove disas- 
trous. 

There are other role models as well. 
For instance, Citibank’s emphasis on lo- 
calisation contrasts with the personnel 
policies of the Hongkong Bank. Citibank 
may not immediately come to mind as а 
premier bank for the overseas Chinese 
community but because of its emphasis 
on local staffing, it should be thought of 
in that way, Leung argues. 

At the same time, though, Citibank's 
credit procedures are much less oriented 
to relationships; three people have to 
sign off on every loan, according to 
standardised, bank-wide formulae. "We 
want to be a local bank in each mar- 
ket,” explains Leung. “But at the same 
time, we want our technology to be 
identical everywhere and our service to 
be consistent. It should be like Mc- 
Donald's, or like Coke; it should be the 
same anywhere in the world." 

Given their ups and downs in re- 
cent years, organisations such as Citi- 
bank and Hongkong Bank represent 
both positive and negative models 
within the industry. In benign times, 
when economic growth is high and in- 
terest rates are low, banks tend to view 
their strategies and managements 
uncritically. That has been particularly 
true in Asia in the past few years. Many 
international banks find themselves se- 
duced by the prospect of the Asian 
Century, becoming investors as well as 
lenders. 

But unqualified optimism is short- 
sighted. And as more and more banks 
in the region, grown strong on a diet of 
wide margins and safe profits, look be- 
yond their own borders, they will find 
plenty of negative role models for how 
not to expand. a 
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When it comes to choosing a custodian for Greater Asia's 
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the way for me. 
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TEL: (852) 847 2783, Fax: (852) 521 5847. 

















— 


MARKETS 


The American Decade? 


By Nigel Holloway in New York 


thing to be enjoyed in the privacy of 

your home, think again. Banks are 
on the frontier of the "information 
superhighway" because they spend 
more on the technology than any other 
type of civilian business. 

Take the case of J. P. Morgan & Co., 
America's fourth-largest bank by assets. 
It has developed a system whereby 
deals and documents can be finalised 
quickly on the computer screen with 
the help of an electronic pen. Its secu- 
rities analysts in London and traders in 
Tokyo can talk to each other via the 
same screen. And clients' trust can be 
built up, and deals completed, faster 
than via a telephone line which carries 
no pictures. 

The new electronic giz- 
mos are currently being 
introduced into Morgan's 
trading departments in 
New York, but eventually 
they will be used around 
the world — Asia included. 
They make it economically 
possible to establish small 
dealing rooms in capitals 
such as Kuala Lumpur and 
Bangkok, while concentrat- 
ing Morgan's expensive 
back-office functions in Sin- 
gapore, says Peter Woicke, 
a managing director at the 
bank. 

Morgan's pioneering ef- 
fort illustrates how United 
States banks are using high 
technology and large amounts of capi- 
tal to lever their way into Asian mar- 
kets. Rivals in Europe and Japan are 
doing so too, but they do not have the 
same access to the vast pool of savings 
available to American banks (U.S. pen- 
sion fund assets, for example, total 
US$4.4 trillion, more than three times 
the size of Japan's). 

0.5. institutions are in the best posi- 
tion to act as a bridge between the grow- 
ing capital demands of Asia and the 
supply of investment from the rest of 
the world. The bridge, of course, could 
wobble badly, as it did in the Latin 
American debt crisis of the 1980s, but 
this is hard to imagine in the 1990s 
when the economic fundamentals in 
Asia look so favourable. 

It took American banks almost a dec- 
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ade to emerge from the Latin American 
rubble, but they are now formidable 
competitors. They have written off non- 
performing loans and cut payrolls far 
more boldly than their Japanese coun- 
terparts, which are still dogged by 
soured loans to spendthrift property 
speculators in Japan. 

The U.S. commercial banks' tough- 
est rivals in Asian cross-border business 
are more likely to be their investment- 
bank compatriots rather than the Japan- 
ese, and the capital markets of Asia, as 
elsewhere, will be their battleground. 
A small but growing number of com- 
mercial banks have been given the right 
by the U.S. authorities to undertake 
"Tier Two" underwriting of corporate 


Offshore Funds 


U.S. banks’ net income 


Latin 
America 





bonds and equities. This will enable the 
big five U.S. banks — Citibank, Bank of 
America, Chemical, Morgan and Chase 
Manhattan — to cater to the large cor- 
porate customers, both American and 
Asian, that had drifted away in search 
of better financing deals in the capital 
markets. 

The advantage enjoyed by the big 
five compared with firms such as 
Salomon Brothers and Goldman Sachs 
is that they are bigger in most senses of 
the word: They have more capital, more 
staff and more branches worldwide 
through which to distribute corporate 
issues. 

What remains to be seen is whether 
they have the trading and deal-making 
ability to compete as investment banks. 

All of the five are competing with 
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other international banks and invest- 
ment houses for the same market in 
Asia, namely the largest local firms and 
the foreign multinationals. The pie is 
growing because the region's economies 
are expanding so rapidly, but the 
spreads on each deal are rarely wide. 
Each bank tries to develop a niche: 
Chase is chasing Eurobond deals for 
firms such as Essar Gujarat and Indo- 
nesia's Astra International; Bankers 
Trust is emphasising cash management. 

Only one, Citibank, has made sig- 
nificant inroads into Asian retail bank- 
ing, but then it is unique in offering full- 
service banking across the entire region. 
No other bank, with the possible ex- 
ception of Hongkong and Shanghai 
Bank, has tried to straddle the retail, as 
well as the wholesale, market from In- 
dia to Japan, though Bank of America 
is starting to move into the retail field 
as well. 

Citibank's Hong Kong-born vice- 
chairman, Pei-Yuan Chia, says that "in 
many ways, we are more of a local bank 
[in Asia] than a foreign 
bank," and he reckons that 
total revenue and net profit 
in Asia-Pacific (including 
Australasia) could exceed 
that of Europe this year, for 
the first time. Now he's 
waiting for China to allow 
foreign banks to do local- 
currency business before 
trying the same formula 
there, too. 

Taking the big five's 
combined net profit, Asia 
still lags far behind Europe 
and Latin America. But 
what encourages them to 
dig deeper in Asia is the 
quality of the income 
stream, notes Chia, with less 
reliance on trading profit 
than has been the case in Europe and 
Latin America. And, of course, each 
bank will tell you that they are there 
for the long haul, so that profits, while 
healthy, are held back in the short run 
by the cost of building businesses. 

Asia is the most enticing emerging 
market for banks as well as just about 
every other business. Some, though, 
take a slightly wider view of the Asia- 
Pacific region, such as Kai Nargolwala, 
group executive vice-president for Bank 
of America. 

"Selected countries in Latin America 
and most of Asia are the areas where 
we'll put our strategic thrust over the 
next five-to-10 years. Europe will be 
much more of a niche-product strategy," 
he says. If the world is the U.S. banks' 
oyster, Asia is the pearl. п 
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"Looking at Cedel, what 
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organization's solid 
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JAPAN 


The System Changes 


lowly, the sense of confidence is 
S returning to the planners in Ja- 

pan's banks after the collapse of 
the property-bubble economy. "The 
bubble took away the need for disci- 
pline,” says the head of one major 
United States bank in Tokyo. Since then, 
he adds, the banks' response to their 
problems has been "paralysis, hiding 
problems and laying low." 

Although analysts at Moody's Inves- 
tors Service say it will be 10 years be- 
fore the balance sheets of “Japan Finance 
Inc." no longer reflect the residue of bad 
debts from the bubble years, the banks 
have in fact been writing down prob- 
lem loans more swiftly than most ob- 
servers anticipated a few years ago. 

But to what extent does that reflect a 
benign environment more than astute 
management? The Bank of Japan has 
been solicitous in forcing down interest 
rates, particularly short-term rates. The 
banks have been quick to take advan- 
tage of those low rates and the sharply 
positive yield curve. 

Cleaning up the mess from the bub- 
ble years is only part of what needs to 
be done, though. In many and funda- 
mental ways, some of the more thought- 
ful people in Japanese banks are ques- 
tioning traditional ways of doing busi- 
ness. But for the most part, their influ- 
ence has yet to show up in the style, 
structure and systems of their banks. 

Blame the reluctance to change partly 
on the regulatory environment. "It has 
been a warm environment," explains 
Kensuke Hotta, senior managing direc- 
tor at Sumitomo Bank. "Whenever any- 
one is in trouble, there has been inter- 
vention and rescue. It is not a very com- 
petitive environment." 

It is also difficult to change when the 
banks' traditional business has been so 
lucrative (though not, apparently, as 
safe as everyone thought in the past). 
The banks’ centralised structure and 
rotational systems reflect a time when 
domestic lending was so profitable that 
banks had to do little else. In Japan, fees 
account for no more than 10-20% of core 
earnings, according to Moody’s; for 
their American counterparts, the figure 
can easily be 50%. 

Now the Japanese banks have to 
force themselves to diversify more. In- 
terest deregulation is forcing the Japan- 
ese banks to compete for funds, which 
will force them, in turn, to rationalise 


both lending and deposit taking. 

“The average interest margin on 
loans is only 1%,” calculates Shinji 
Okabe of Moody’s. “And demand is 
limited. There are no adequate returns 
on that business. They will be forced to 
go into more off-balance-sheet busi- 
nesses.” 

Far-sighted bankers agree with 
Okabe's assessment. “Banks have to pay 
more attention to other areas,” says 
Tsuneo Ikeda, deputy president of 
Sakura Bank. “Profitability of lending 
in Japan has been much higher than 
elsewhere, but other areas [including 
money markets, derivatives, interna- 
tional businesses and treasury activities] 
are getting more important.” 

To change requires different ways of 
doing things and new 
ways of training people. 
“Lending is bureaucratic, 
it involves checking; it is 
centralised,” says a sen- 
ior executive in Mitsubi- 
shi Bank’s planning de- 
partment. “But market 
business is decentralised. 
It requires quick deci- 
sions. It is a different cul- 
ture.” 

Just how underdeve- 
loped market operations 
are is evident in the awe 
with which other banks 
have begun to regard 
Fuji Bank, which has 
grown its profits dramatically on the 
back of its aggressive position-taking in 
the bond and interbank markets. 

Despite Fuji’s positive example, 
though, some Japanese bankers, sch- 
ooled in the traditional dependence on 
stable cash flow from predictable busi- 
nesses, regard the volatility of trading 
and treasury functions with horror. “We 
do not want such volatile earnings,” 
explains Hotta of Sumitomo. “Last year 
when interest rates declined, some 
banks made huge profits. But we do 
not want to make extraordinary profits 
out of proprietary trading.” 

Nor have the events of the past few 
years meant a dramatic new emphasis 
on international business. Japanese 
banks still earn no more than 20% of 
their income from offshore operations, 
while, once again, their American rivals 
might earn half their profits overseas. 

Traditional business functions are 
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being improved, albeit slowly. During 
the height of the bubble, it was com- 
mon to combine lending and credit 
functions; now, at least, they are being 
separated. But at many banks, senior 
officers can still sign off on loans inde- 
pendently. 

Risk management has also pro- 
gressed. The banks are installing expen- 
sive information systems, and grappling 
with the same questions, about how 
much spending is enough, which have 
exercised their counterparts elsewhere 
for years. 

At home, Japanese banks will con- 
tinue to have an advantage wherever 
relations count. If Mitsubishi group 
companies require financing in Japan 
itself, Mitsubishi Bank will still expect 
that business. But abroad, says the Mit- 
subishi Bank planner, the bank no 
longer has any automatic guarantee. 
Offshore, group subsidiaries may re- 
ceive instructions from head office, but 
on a day to day basis, decision-making 
is independent, he explains. “The bank’s 


Bank of Japan: a helping hand. 


relation with the group is changing,” 
he notes. “It isn’t based so much on 
financial power any more; it is based 
on the capacity of our people.” 

And that may be the weak point for 
the banks. True, they continue to attract 
the best and the brightest in Japan. But 
brightness is no longer enough in a 
world where specialisation matters 
more all the time. 

The Japanese banks have been too 
focused on responding to the immedi- 
ate crisis to think of future strategy, ac- 
cording to one senior planner at Sumi- 
tomo Trust and Banking. And what lies 
ahead isn’t comforting. “The long-term 
risk is overcapacity,” says Moody’s 
Okabe. “Disintermediation is making 
progress here. They are losing deposits 
and loans. But still the number of banks 
and the number of employees is un- 
changed. All they have done is reduce 
the new recruits.” m Henny Sender 
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SOUTH KOREA 


A Shift in Attitude 


By Terrance Kiernan in Seoul 


s with the rest of Korea's finan- 
A cial sector, banks are eagerly try- 

ing to globalise their operations 
in a bid to become more competitive 
internationally. New opportunities in 
Asia and the current administration's 
push for internationalisation have 
helped fuel this trend. Despite this en- 
thusiasm, overseas operations offer slim 
profits for Korean bankers, and it will 
be some time before they become glo- 
bal financial players, analysts say. 

The banks first went abroad in or- 
der to support the overseas activities of 
Korean companies and the export-led 
growth that has made the country's 
economy what it is today. Cash-hungry 
Korean firms were glad for the help, 
since their lack of a track record over- 
seas made it difficult for them to secure 
loans from foreign banks. 

Starting in the 1970s, South Korea's 
"Big Six" commercial banks — Korea 
Exchange Bank, Cho Hung Bank, the 
Commercial Bank of Korea, Korea First 
Bank, Hanil Bank and Bank of Seoul — 
began peppering the globe with over- 
seas offices. 

Given the Korean banking sector's 
traditional role of providing financial 
support for the nation's industry, its 
emphasis on trade financing comes as 
no surprise. 

The banks' retail operations have 
gained more importance in recent years 
as the creditworthiness of Korean com- 
panies improved and they gained easier 
access to foreign loans. As a result, the 
banks saw their traditional overseas cli- 
ent base erode, and many have begun 
to set up retail outlets around the world 
with a particular accent on nations such 
as the U.S. and Japan, where large over- 
seas Korean communities exist. 

However, despite their extensive 
network and decades of experience, 
profitability has been a major problem 
for the banks. Less than 10% of Korean 
banks' profits comes from their over- 
seas operations. 

Analysts blame this disappointing 
performance on hard economic times in 
the banks' major markets. For example, 
many of the banks were hurt during 
the past few years when the loans they 
made to Koreans living in the U.S. went 
bad because of the slumping U.S. real 
estate market. 

Profitable overseas retail operations 
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are also hard for the Korean banks to 
acquire, given that they lack the broad 
customer base needed to support high 
fixed costs. "Korean banks do not have 
the experience and resources to fully tap 
into the U.S. retail market right now,” 
says Seok Yun, a banking analyst at the 
Seoul branch of S. G. Warburg Securi- 
ties Ltd. 

The banks’ low profitability abroad 
also stems from the fact that they have 
traditionally felt an overseas network is 
justified as long as it stays in the black, 
bankers in Seoul admit. “In the past, 
Korean banks were not really conscious 
of profitability ratios like return on as- 
sets,” says one local banker. 

Despite the problems, officials at the 
Ministry of Finance and the Bank of 
Korea in Seoul say local bankers are 
eagerly lobbying for permission to set 
up overseas offices, especially in Asia. 

Developing countries with less com- 
petitive home banks are the most at- 





tractive targets for Korean banks, ana- 
lysts say. “Frankly speaking, I don’t 
think that Korean companies have the 
comparative advantage needed to com- 
pete overseas unless it is in a develop- 
ing country,” says one local banker. For 
instance, China has great potential, 
given its growing trade ties with Seoul, 
he adds. 

“In the past, Korean banks’ main 
priority was to establish a global net- 
work, but now they are also thinking 
about the kind of profits they can gain 
in places like China and Vietnam,” says 
Yang Sung-Yong, chief of the interna- 
tional division of the policy supervision 
department at the Bank of Korea in 
Seoul. 

However, Ministry of Finance offi- 
cials say they are concerned that the 
banks may be competing too hard over- 
seas and concentrating their assets in 
the same markets. 

Nevertheless, analysts say all of these 
problems should diminish over time. In 
addition, the deregulation of Korea’s 
financial market is expected to loosen 
government control over the banks and 
give them a freer hand in international 
finance. They will need it if they expect 
to prosper at home, let alone overseas, 
Seoul bankers say. " 
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Follow the Clients 


By Shu-Ching Jean Chen 


hen the Formosa Plastics 
W Group looked for US$280 mil- 

lion to finance an expansion 
project in the United States last year, it 
turned to Taiwanese bankers back 
home. They answered to the call by of- 
fering all of the required funding 
through syndicated loans led by the 
Bank of Taiwan, remitted in U.S. dol- 
lars through U.S. branches of Taiwan- 
owned banks. 

The same group of bankers also 
stood firmly behind the state-run Chi- 
nese Petroleum Corp. when it entered 
into a US$450 million joint venture to 
explore oil fields in Indonesia several 
years earlier. 

With the strength of the island's 
economy, it's not surprising that its cor- 
porations are able to win extended cre- 
dits from Taiwan's offshore banks to 
finance overseas expansion. "We believe 
they deserved the credits we've given 
to their overseas subsidiaries," says Yeh 
Hun-chao, executive vice president at 
Chang Hwa Commercial Bank, one of 
the big three state-run commercial bank- 
ing institutions. : 

Taiwan's offshore banks are also 
willing to offer much more attractive 
interest rates to their fellow countrymen 
than foreign banks. "Usually, we're 
earning a thinner margin when lending 
money to Taiwanese businessmen," Yeh 
says. "They are forcing us to cut our 
interest rates." And loans that foreign 
banks are hesitant to grant to Taiwan- 
ese businesses overseas are likely to get 
a nod from home banks. 

Despite their willingness to take sub- 
stantial risks for Taiwanese corporations 
in offshore financing, Taiwan's banks 
have been slow setting up shop over- 
seas. Only in the past five years have 
most of the established commercial 


` banks made the jump. Among the 11 





Taiwan-based banks that have branches 
overseas, nine are state-run. They are 
the main players in Taiwan's offshore 
banking scene. (The business licences 
granted to 18 new private banks since 
1992 do not add competition, since the 
new banks do not yet meet the govern- 
ment criteria for overseas branches.) 
Even for the state-run banks, offshore 
banking is relatively unknown territory. 
Before 1989, Taiwan-based banks with 
few exceptions were privileged institu- 
tions such as the International Commer- 


cial Bank of China (ICBC) or banks with 
missions to facilitate the government's 
overseas funding, especially the Chiao 
Tung Bank, which finances public in- 
frastructure projects. 

"It used to be an authoritarian sys- 
tem," says Chen Mu-Tsai, director-gen- 
eral of the Finance Ministry's Bureau of 
Monetary Affairs. "Now, it is a different 
era. We are encouraging all of them to 
set up foreign branches." 

The newly-won privileges, plus 
heated competition in the domestic mar- 
ket, has sent Taiwanese bankers rush- 
ing to financial centres such as London, 
Tokyo, New York and Hong Kong, as 
well as Vietnam and other Southeast 


Formosa Plastics: new fields. 


Asian countries which have large over- 
seas Chinese communities and large 
numbers of Taiwanese investors. Within 
five years, the number of Taiwan's off- 
shore banking branches has risen to 40 
from 16, plus a handful of representa- 
tive offices. 

^We are heading to where the Tai- 
wanese businessmen are going," says 
James T. T. Yuan, executive vice-presi- 
dent of ICBC, "That's where we pick up 
business opportunities." 

Some bankers say they have nearly 
missed the wave of Taiwanese out- 
bound capital flows to investments in 
Southeast Asia and the Chinese main- 
land which began in the late 1980s. Tai- 
wanese investment in Southeast Asia 
now exceeds US$25 billion, according 
to the Ministry of Economic Affairs. In- 
vestment in China is an estimated 
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US$15-20 billion. Others say it's not too 
late, but that time is running out. 

"The timing is still with us," says 
Yeh Kuo-shin, the newly-appointed 
chairman of Taipei Bank who previ- 
ously headed Chang Hwa Commercial 
Bank. But Yeh adds that Taiwanese off- 
shore bank branches could have turned 
a profit in just three months if they had 
set up shops five or six years ago. Now, 
he says, it would take two-to-three years 
to do so. 

"In Southeast Asia, for instance, they 
have good business because of Taiwan- 
ese investment there, says Norman 
Yin, professor of the department of 
banking at National Chengchi Univer- 
sity. "That's the major business they 
have." 

Although the government now en- 
courages banks to expand overseas, it 
has taken a cautious approach in South- 
east Asia because of many restrictions 
on financial institutions in the region. 
During the first wave of liberalisation 
measures in 1989, any bank which 
wanted to maintain a foreign presence 
would have been given the go-ahead. 
But from January this year, the govern- 
ment has wanted a solid financial re- 
port to win such an approval. 

“Our government is afraid of losing 
face if too many of us apply for licences 
to the same foreign country at the same 
time, but are turned down later," says 
Lin Fong-wu, executive vice-president 
at Hua Nan Commercial Bank. "It wants 
us to apply one by one, not in a sudden 
flurry." 

In the short run, Taiwan bankers 
appear likely to concentrate on certain 
hot spots, such as Hong Kong and Viet- 
nam, where Taiwan's business and 
financial activities are strongest. With- 
out the advantage of a strong customer 
base among Taiwanese investors off- 
shore, National Chengchi University's 
Yin says there are difficulties for do- 
mestic banks in trying to penetrate in- 
ternational communities. 

That's why all the state-run banks 
chose the three world financial centres 
of New York, London and Tokyo as 
their starting point. "We need to up- 
grade our international financing skills 
by being there," says Hua Nan's Lin. 

Backed by more than US$90 billion 
in foreign exchange reserves, the 
world's second-largest total, capital-rich 
Taiwan bankers are starting to look over 
the shoulders of Taiwan businessmen 
for an international presence. "Business 
done with Taiwanese investment is go- 
ing to reach the point of saturation," 
say Lin. "We need to move forward into 
areas such as participating in interna- 
tional loan syndication." a 
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We Know Asia 


And that knowledge is more important to you 
now than ever before. 


The fastest-growing 

region in the world today, 

Asia is an area of vast opportunity. 
Tapping into these opportunities, 
however, requires a comprehensive body 
of knowledge about this diverse region. 
With 100 years in Asia and a network 
spanning 12 countries, as well as Hong Kong 
and Taiwan, the Bank of Tokyo Group 
can say with confidence, 

"We know Asia." 

Combining local know-how 

and extensive global resources, 

we bring together Asian businesses 

and appropriate international partners. 
Applying our understanding 

of local governments and legal matters, 
we facilitate customers' entry 

into new countries. Using our ability to tap 
the region's capital markets and our 
global financial expertise, we arrange 
advantageous project financing. 

From Bombay to Bangkok 

and Singapore to Seoul, 

the Bank of Tokyo Group is ready 

to help you realize your 

potential in Asia. 
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A Car Park With a View 


By Ed Paisley in Hong Kong 


forces that explain Hong Kong banks' 

latest loan gambit: offering mortgages 
for car-parking spaces? 

The territory's stockmarket has 
passed its judgment on banks' exposure 
to the colony's property bubble; finan- 
cial counters are trading at a deep dis- 
count to the bellwether Hang Seng In- 
dex. Bankers are more sanguine about 
the underlying strengths of the local 
economy, but even they concede that a 
repeat of banks' stellar performances in 
1993 is unlikely this year or next. 

^Margins are wide, loan growth is 
running at 20%-plus, south China is still 
booming and loan portfolios are clean," 
says Karen Udovenya, regional bank- 
ing analyst at Morgan Stanley Asia. But 
a downturn in profit growth is also on 
the cards, she adds, as net interest-in- 
come margins are shrinking. The rea- 
son: new challenges facing the banks. 

Lucrative home-mortgage lending is 
wilting alongside a slumping property 
market, where prices have slipped by 
15-30% since the end of the first quarter 
after ballooning 160% in the previous 
three years. At the same time, the par- 
tial dismantling of the banks' cosy in- 
terest-rate cartel threatens to add to their 
funding costs just as those costs are ris- 
ing anyway. 

Declining export and re-export 
growth in the colony is another prob- 
lem, as it squeezes trade-finance mar- 
gins even as more banks pile into the 
business in search of profits from Chi- 
na's booming economy. And yet China 
itself is proving to be a difficult market 
in which to turn a profit. 

“For the banks, prospects are flat,” 
agrees Kwok Kwok-chuen, Standard 
Chartered Bank's chief economist for 
Northeast Asia. None of these chal- 
lenges pose a threat to the local bank- 
ing system, however. As Kwok notes, 
local banks' average return on equity 
stands at a handsome 18-20%. He says 
that the two key ingredients for banks 
to go belly up — collapsing economies 
or governments on the verge of bank- 
ruptcy — are nowhere in evidence in 
Hong Kong, China or indeed the region. 

Moreover, he and other bankers ar- 
gue that net interest-income margins are 
an imperfect measure of banks' 
strengths. “The mixture of assets and 
liabilities is the key," Kwok argues, as 


[: it bubble economics or market 


banks are coping with a downturn in 
home-loan growth by concentrating on 
interbank, retail and corporate lending. 

Indeed, loan growth to manufactur- 
ers was a solid 16.2% in the first half of 
1994 over the year-earlier period. “Gen- 
erally, margins on corporate loans are 
rising, not falling,” he says, as “fewer 
banks are willing to compete” for busi- 
ness in the sector. 

Banks are also seeking to boost their 
fee-based income by boosting their 
trade-finance business in particular. 
Export and re-export growth in Hong 
Kong is steadily declining — to 14% in 
the first half of the year compared to 
30% growth levels in 1992. 

“Banks can’t lend to the property 
sector so they are all pushing into trade 
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finance,” says Baring Securities’ bank- 
ing analyst Carmel Wellso. Bank of 
China group banks are at the forefront 
of the push, she says, cutting rates to 
challenge the leaders in the sector, 
Hongkong and Shanghai Bank and 
Standard Chartered Bank. 

Why the push for fee-based income? 
One reason is banks’ funding costs are 
on the rise, squeezing lending margins. 
The other is that banks are struggling 
to maintain deposit growth while also 
lengthening the maturities of their de- 
posits. 

“The banks need more funding,” 
says Morgan Stanley’s Udovenya, not 
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only to provide funding for construc- 
tion projects related to the colony's new 
multi-billion dollar airport but also to 
buttress their mostly short-term deposit 
base against their longer-term loan port- 
folios. "Generally, banks want to 
lengthen their liabilities to match their 
home loans," says Standard Chartered's 
Kwok. "This is a bit uncomfortable for 
the banks, but necessary, as they would 
like to lock in three-five year deposits." 

Banks will also be paying more for 
longer-term retail deposits, especially on 
time deposits deregulated as part of the 
government's effort to slowly disman- 
tle the local interest rate cartel. In the 
second quarter, growth in time depos- 
its rose by 10% compared to the year- 
earlier period. 

But some analysts believe rising in- 
terest rates are less of a threat to the 
banks. Stephen Frost of UBS Securities 
argues that interest rate deregulation 
and rising interest rates in the United 
States are "largely neutral [for Hong 
Kong banks] except for those which are 
net borrowers on the interbank market." 

Most depositors in Hong Kong like 
to remain highly liquid. This leads them 
to leave their savings in short-term de- 
posits that often offer a negative real 
return under the colony's banking car- 
tel system. But this also allows them to 
move their money in and out of the lo- 
cal stockmarket and currency markets 
for short-term trading profits. Hong 
Kong depositors "yearn for liquidity," 
agrees Wan Ismail, regional banking 
analyst for CS First Boston. 

Nor is this flight to liquidity in Hong 
Kong dollars likely to change much in 
the run up to 1997. Political uncertainty 
in Hong Kong and China could well 
increase in the run up to China's as- 
sumption of sovereignty over the colony 
in mid-1997. But leaders in China, Bri- 
tain and Hong Kong do agree on one 
critical policy — there will be no change 
to the peg between the U.S. and Hong 
Kong currencies even after China 
resumes sovereignty. 

In Hong Kong, however, banks face 
more immediate risk if the local prop- 
erty market takes a serious turn for the 
worse. Thus many local banks are not 
only boosting their deposit base but also 
following the lead of Bank of America 
and Citibank by securitising their home 
mortgages. 

This allows banks to move these loans 
off their books while still collecting fee 
income from the servicing of the loans. 
Yet banks are also just beginning to of- 
fer mortgages for car-parking spaces that 
sell for HK$400,000-HK$1.2 million. No 
wonder investors fear a collapsing prop- 
erty bubble could harm the banks. m 
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Some risk doesn’t look 


like risk at all. 


We can all take a lesson from the Trojans. 
No matter how something appears on the outside, 
it pays to look under its skin. 

Suppose your business is wholly domestic. 
Like one of our forest products client’s is. Their 
business is all done in their home country’s cur- 
rency. No need for them to worry about the ups 
and downs of foreign exchange. 

But think again. A devaluation in the 
currency of an overseas competitor would make 


that competitor's products far cheaper in our 





client's home country. Deal a devastating blow 
to their profits. 

A customized long-term currency hedge 
neutralized that threat. Then we created a forward 
pulp market to lock in raw material prices. Twice, 
we replaced risk with potential profit. 

Risk wears many disguises. Helping you see 


beneath its surface is the strength of Bankers Trust. 


Bankers Trust 


LEAD FROM STRENGTH. 
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Winds of Competition 


By Rigoberto Tiglao in Manila 

right Future Savings. Hope Sav- 
E ings. B. I. G. for Big Interest Guar- 

anteed Savings. Small Investors' 
Risk-Free Fund. Accounts that let you 
pay your utility bills. Accounts designed 
for your children. Dollar-denominated 
checking accounts. 

Judging by these labels апа novel 
features for savings accounts, Philippine 
banks seem to have been taken over by 
marketing men. Indeed, to some extent 
they have. Banks have become among 
the biggest advertisers on TV and in 
newspapers, following detergents, 
shampoos, and soft-drinks. 

" Advertising and marketing — once 
the exclusive territory of 
packaged-goods manufac- 
turers — have invaded the 
banks," says Philippine 
International Commercial 
Bank (PCIB) president 
Rafael Buenaventura, 
"and we've become ag- 
gressive, market-oriented 
banks. We've leapt light- 
years away from the old, 
staid style of banking in 
which we just wait for 
depositors or borrowers." 

On offer are not only 
catchy names for savings 
accounts with interest 
rates of up to 12% com- 
pared with the more 
standard 4%. Nearly all 
the major banks also hold 
some kind of raffle, often with a brand- 
new car as the main prize. One bank 
even gives out coupons that can be used 
to purchase the latest electronic items 
or golf-club sets. 

Cards for automatic teller machines 
(ATMs) are issued almost as a standard 
procedure when someone opens an ac- 
count, a major change from just two 
years ago when depositors had to wait 
for weeks to get one. From less than 
200 ATMs in Manila, there are now 1,200 
and the three networks merged in July. 
Even U.S. dollar bills can be obtained 
from two of the banks' chains of ATMs. 

АП this is the product of competi- 
tion. First came the shake-out in the 
crisis years of the 1980s, a time when 
several mismanaged banks toppled 
over and formerly loyal corporate 
clients sought banks that could offer 
them even the slightest discount on 


high interest rates. 

Secondly, banks such as Metropoli- 
tan Bank, Allied Bank, and Rizal Com- 
mercial Bank, which had formerly con- 
fined themselves to the ethnic Chinese- 
Filipino business community, moved 
into the mainstream. Their new targets 
included the big corporations and multi- 
nationals that had been the preserve of 
such banks as the Ayala family-owned 
Bank of the Philippine Islands and Citi- 
bank. Previously medium-sized but pro- 
fessionally-run banks like Far East Bank 
capitalised on their years of investing 
in staff and technology by joining the 
big-league. 





Automatic teller machine: cards for almost everyone. 


Owners, in a few cases new ones, of 
conservative or slow-moving banks 
such as PCIB, the state-owned Philippine 
National Bank (43% privatised in 1989), 
Solidbank, and Security Bank pirated 
top-notch, professional bankers who 
have virtually reinvented their institu- 
tions. 

Solidbank, for instance, in 1992 took 
in former Citibank official and later 
Land Bank of the Philippines president 
Deogracias Vistan, who has shaken up 
a bank which before depended heavily 
on the network of contacts of its former 
president. 

Thirdly, the overall macro-economic 
and regulatory environment changed 
dramatically. In 1989, the government 
began to liberalise banking, mainly by 
lifting foreign-exchange restrictions and 
allowing banks to open up as many 
branches as they want. 
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But the new freedoms are far more 
than just being released from re- 
strictions. Starting last year, monetary 
and regulatory policies have cut into 
some areas which had afforded easy 
profits. 

One new move was the inclusion of 
trust accounts into reserve require- 
ments, which closed a loophole some 
banks had exploited. A second has been 
the strengthening of the peso: since the 
1970s, banks had been able to rely on 
easy profits by keeping U.S. dollars, 
which only they were authorised to 
hold. Predictably, the U.S. dollar streng- 
thened against the peso year after year 
— giving the banks windfall profits on 
the revaluation of their foreign-ex- 
change holdings. 

Risk-free treasury bills were also a 
preserve of banks in the early 1980s. But 
the Central Bank has gradually in- 
creased the number of institutions that 
can purchase them directly from the 
government. From more 
than 15% in the last two 
years, yields on T-bills 
have declined to less than 
10%, especially this year. 

“Margins are thin- 
ning," says Far East Bank 
president Octavio Espi- 
ritu. "Which is really not 
bad," he adds, "as this 
means healthy com- 
petition. Already, tech- 
nology is becoming more 
and more crucial for 
banks.” 

“It is customer service, 
how to tap that market of 
savers out there that is 
now foremost in the 
minds of bankers,” Solid- 
bank's Vistan says. 
"That's why it's very urgent for PNB 
[Philippine National Bank] to pursue its 
privatisation so that its private-sector 
ownership, now only 43%, becomes big- 
ger than government's 57%,” says PNB 
president Arsenio Bartolome. “With all 
this competition, PNB’s entire culture has 
to be changed, from a government bank 
relying on government deposits to an 
aggressive bank." 

It was Philippine President Fidel 
Ramos' administration that forced the 
banks to change their ways, with gov- 
ernment officials alleging that the coun- 
try's high interest rates were — at least 
in part — due to a banking cartel. 

Bankers pointed out that the real 
culprit was a combination of the fiscal 
deficit and government borrowings in 
the market to fill the gap. But it didn't 
seem coincidental that they started to 
^unbundle" their deposit products — 
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Offering higher interest rates for re- 
packaged time-deposit accounts and 
aggressively advertising them. 

Ramos' administration, or at least his 
advisers, seemed to believe that the 
banks indeed were a cartel, and sub- 
sequently successfully lobbied for leg- 
islation which was thought to be the 
way of dismantling the alleged oligo- 
poly. 

In May, Congress passed an admin- 
istration-sponsored law allowing a 
maximum of 10 foreign banks to set up 
either branches or locally-incorporated 
subsidiaries in the country. 

However, bankers aren't expecting 
that competition from these foreign 
banks will bring a drop in interest rates. 
"They will seek niche, mostly corporate 
markets and most won't even go into 
retail banking," Far East Bank's Espiritu 
says. "The new law, though, if it attracts 
banks from the Asean region, will push 
the industry to become a regional 
player." 

Indeed, most of the banks which 
have expressed interest in coming into 
the country — the law's implementing 
rules are expected to be finalised in the 
next two months — are from Japan, 
Taiwan, Singapore, Indonesia, and Thai- 
land. и 


VIETNAM 


Foreign Help Wanted 


By Michael Vatikiotis in Bangkok 


ietnam's rush to catch up with the 
V rest of the region's economies has 

made the development of an effi- 
cient banking sector a priority. Reflect- 
ing this, Vietnam's banking sector has 
grown exponentially. Not only have 
over a dozen foreign banks been 
granted licences to date, but domestic 
banks are now allowed to acquire the 
capital and skills they so badly need 
through foreign partnership. 

The result has been a proliferation 
of banks. "Vietnam has gone from a 
monolithic banking system just a few 
years ago, to a very complex market of 
over 70 players in a very short space of 
time," observes Rick Martin, country 
manager of ANZ Bank in Hanoi. 

A late 1993 State Bank of Vietnam 
edict has helped fuel this growth by 
permitting the establishment of joint- 


Stock domestic banks with foreign part- 


ners. The ruling allows joint-stock banks 
to sell up to 30% of their capital to for- 
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FinancialSummary (InMillions Rupiah) 
June 30, 1994 June 30, 1993 Growth 
(Unaudited) (Unaudited) 
Total Assets 596,889 253,932 135.06 % 
Loans 447,128 145,149 208.05 % 
Deposits 354,254 161,031 119.99% 
Stockholder's Equity 124219 36,854 237.06% 
Net Profit 7,044 1,619 335.08 % 
Profit Before Tax 7,304 1,751 317.13% 
Net Interest Income 15,382 6,301 144.12% 
Non Interest Income 2,012 539 273.28 % 


Proforma Earning Per Share 


USDI- 


Half Year (Rupiah) * 119 69 72.46% 


2,088 
Note: * Full Rupiah based on weighting average 59 million shares for June 30, 1994 and 23.3 million shares for 


June 30, 1993. 
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eign investors — in 10% blocks. 

The move was seen not only as an. 
opportunity for foreign investment, but) 
a cathartic shot in the arm for the do- 
mestic banking sector. "The clear inten- 
tion is to encourage foreigners to play 
an active role in helping banks to de- 
velop,” says John Brinsden of Standard 
Chartered Bank in Ho Chi Minh City. 
“The government wants foreign inves- 
tors to breathe new life into the bank- 
ing system,” agrees local economist 
Hoang Ngoc Nguyen. 

To ensure this happens, and report- 
edly acting on suggestions made by the 
Asian Development Bank, the State 
Bank stipulated that foreign partners in 
joint-stock banks must play an active 
role in management. Foreign sharehold- 
ers can't gain control of the board, but 
can hold managing-director status. The 
state bank also decreed that shares- 
bought by foreign investors must be. 
held for five years before selling. 











Foreign banking sources in Vietnam 
attest to a considerable amount of for- 
eign interest in joint-stock banks, but 
cite slow bureaucratic procedures for 
the lack of any announced tie-ups to 
date, though at least two prospective 
deals have reached the doors of the state 
bank for approval. “The process is slow 
and involves a careful vetting process," 
notes Brinsden. 

One possible hitch could be an ap- 
parent contradiction with Vietnam’s for- 
eign investment law, which bars for- 
eigners from buying shares in Vietnam- 
ese companies. When it was drafted, the 
foreign-investment law envisaged for- 
eign participation in new companies set 
up as joint ventures, while the joint- 
stock banks are all existing Vietnamese 
entities. “It probably amounts to an 
oversight, not an exclusion,” said a for- 
eign banking source. 

Once foreign interest in joint-stock 
banks translates into actual partner- 
ships, the effect on the 
domestic banking system 
could be quickly felt, es- 
pecially for those banks 
which have the branch 
networks foreign banks or 
joint-venture operations 
have yet to secure. 

By far the biggest im- 
pact, however, could be on 
the capital base of the do- 
mestic banking system. 
Vietnam’s banking system 
is grossly undercapital- 
ised. Behind the govern- 
ment's opening of the do- 
mestic banking sector to 
foreign equity participa- 
tion lies the state bank's 
goal of doubling the capi- 
tal of existing banks by the 
end of 1995 — with foreigners most of 
it. 

The problem is not only the wide- 
spread public mistrust in banks which 
has slowed the growth of deposits, but 
steep tax rates of over 50% which cut 
deeply into earnings. "People are still 
reluctant to borrow from banks," says 
economist Nguyen, highlighting exor- 
bitant bank charges and inefficient, or 
worse, non-existent facilities for inter- 
branch banking. 

Another way the government is try- 
ing to drive more money into the bank- 
ing system is by forcing Vietnamese to 
use their own currency. The govern- 
ment has decreed that as of October 1, 
all domestic transactions must be con- 
ducted in the Vietnamese dong. 

Currently, the U.S. dollar is widely 
used, and despite earlier attempts to 
persuade Vietnamese to park their for- 


eign exchange in approved bank ac- 
counts, unofficially it is estimated that 
some US$2 billion, mostly in U.S. dol- 
lars, is circulating outside the national 
banking system. 

There are new funds the banks can 
tap into. With the increase in official 
loans and foreign direct capital invest- 
ment since the U.S. trade embargo was 
lifted, foreign reserves are expected to 
rise to a maximum of US$350 million 
by the end of 1994 from an estimated 
US$200 million at the end of 1993. 

But while the intention to wean 
Vietnamese off a dual-currency eco- 
nomy may be laudable, foreign bank- 
ers are concerned that the new regula- 
tion could affect foreign exchange held 
on deposit by foreign investors. Details 
of the prime minister’s decree, issued 
in early August, failed to distinguish 
between foreign and domestic enter- 
prises when requiring them to convert 
all foreign currency not being used for 
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Hanoi bank: more capital wanted. 


import or export purposes into dong. 

“A lot of people have parked large 
sums of foreign exchange on deposit in 
Vietnam for investment purposes. Will 
they be required to convert it into dong?” 
asked a foreign banker in Hanoi. 

The best guess in the foreign bank- 
ing community is that the state bank 
will follow up with a clarifying circular 
to differentiate between accounts held 
by foreigners and Vietnamese. Under 
Vietnam's foreign-investment law, for- 
eigners are granted the right to hold 
foreign-exchange accounts in Vietnam. 

Meanwhile, business for the foreign 
banks operating in Vietnam has been 
picking up, as they began to find their 
feet in the local market. “Foreign bank- 
ers, though still on the periphery, have 
made their presence felt in trade finance 
and some transactional banking," says 
ANZ's Martin. 
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The speed with which foreign banks 
have been able to establish themselves 
in Vietnam is amply illustrated by the 
case of the U.S.-owned Citibank. Before 
the U.S. trade embargo was lifted in 
February this year, Citibank's five-year- 
old Indochina operation was managed 
out of Bangkok. Soon after the embargo 
was lifted, Citibank opened two repre- 
sentative offices; one in Hanoi, the other 
in Ho Chi Minh City. According to Tony 
Cailao, who manages Citibank's Ho Chi 
Minh office, a full branch licence is ex- 
pected "in a matter of weeks." 

But with a total of 13 foreign banks 
now operating in Vietnam, and another 
five expected to be licensed soon, Cal is 
worried about the business prospects. 
"| think the place is a bit over-banked,” 
he told the REVIEW. 

Against this must be set the tardy 
entry of Japanese banks. While two-way 
trade between the two countries will 
exceed US$1.3 billion in 1994, and 
Japanese aid will top 
US$500,000, none of the 
seven Japanese banks rep- 
resented in Vietnam have 
moved to secure branch 
licences because of the 
vexed question of Viet- 
nam's outstanding debt to 
Japan, an issue still being 
negotiated. 

While there is no 
doubt that the steady in- 
crease in foreign in- 
vestment in Vietnam — 
totalling more than US$1 
billion in the first six 
months of 1994 — has 
created trade-financing 
opportunities, the under- 
developed legal environ- 
ment concerns the foreign 
banking community. 

The lack of a functioning commer- 
cial code and bankruptcy law, for ex- 
ample, severely hampers the profitable 
loans and security business. It is possi- 
ble to grant mortgages and cash cheques 
even without the legal back-up, foreign 
bankers say, but the risks are higher. 

“A lot of the borrowing is done on a 
name basis only," says Bangkok-based 
merchant banker Eugene Davis. Davis 
argues that this sets an unfortunate 
precedent for the future. When regula- 
tions are enacted, he predicts, many 
people will already be used to securing 
loans without collateral. 

No one doubts that these problems 
are well known at the higher levels of 
Vietnam’s leadership. The challenge for 
the government is whether it can de- 
liver the legislation needed to address 
them sooner rather than later. " 
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In a highly volatile financial environment, where change is the order of the day, Union Bancaire Privée 


offers its clients a unique approach to international asset management. 


Blending Swiss tradition and innovation, Union Bancaire Privée allies prudence and imagination 


in meeting its commitment to protect and enhance your assets. 


By becoming a client of Union Bancaire Privée, you too will discover the privileges of a very private bank. 
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INDONESIA 


Withdrawal Symptoms 


By Manggi Habir in Jakarta 


he U5$450 million loans scandal 
| involving now jailed businessman 
Eddy Tansil, his Golden Key 
group and directors of the state-owned 
Bank Pembangunan Indonesia (Bap- 
indo) may be over, pending appeals. But 
ripples from Bapindo's woes extend 
outside its own walls: Continental Bank, 
the banking arm of the Continental 
Group and another Bapindo borrower, 
appears to be in financial trouble. 
These events provide a stark warn- 
ing to those still wanting to diversify 
into the financial industry. Since the 
banking sector's floodgates were lifted 
in 1988's deregulation, the number of 
national private banks jumped from 66 
then to 161 in 1993, while the number 
of branches grew dramati- 
cally to 3,036 from 593. 
Those who jumped into the 
marketplace are belatedly 
realising the difficulties of 
making money in an ex- 
tremely competitive indus- 
try, which is experiencing à 
painful transformation due 
in part to the rise of capital 
markets. 


change are likely to be difficult to man- 
age, with investors' interest in Indone- 
sian corporate equities waning. Instead, 
some companies have tapped foreign 
debt markets, though at high spreads, 
knowledgeable sources say. 

Recently, it was announced in par- 
liament that problem loans at all banks 
declined slightly to US$8.7 billion by 
March 31, 1994, from US$9.2 billion in 
November 1993. About 65% of these 
loans are from the state banks, repre- 
senting 13.5% of their loans, and 22% 
from the private banks, representing 
5.796 of their loans. 

A credit-supervision committee, con- 
sisting of senior officials from Bank In- 
donesia (the central bank) and the Min- 
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In the Bapindo case, the 
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affiliates and the rapid growth of loans 
to the property sector, in which price 
levels may be reaching their peak. 

The intense competition since 1988 
has brought downward pressures on 
profitability as the banks have thrown 
money into hiring staff, advertising and 
computerisation in the battle for mar- 
ket share. 

A recent independent report showed 
a drop in the average return on assets 
of the five largest state banks (Bank 
Negara Indonesia, Bank Bumi Daya, 
Bank Rakyat Indonesia, Bank Dagang 
Negara and Bank Ekspor Impor Indo- 
nesia) to 0,3% in 1992 from 1,3% in 1988. 
The same measure for the four private 
banks analysed (Bank Central Asia, 
Bank Bali, Bank Danamon and Bank 
International Indonesia) was 1.875 in 
1988, dropping to 1.3% in 1992. 

Another visible trend is the steady 
decline of the once-dominant state 
banks' size and market share. Their as- 
sets fell to 5196 in 1993 from 7196 of 
total industry assets in 1988, while the 
private banks' portion grew 
to 41% from 24% during 
the same period. Foreign 
banks also grew rapidly, 
though they are still rela- 
tively small in comparison 
as they started from a 
smaller base. 

The rapid rise of the 
stock exchange made things 
worse for the banks, be- 
cause a significant part of 





government was quick to 
allay market fears by show- 


funds raised went towards 





ing its support, and foreign 
bank sources have indicated 
that Bapindo is making 
good on its trade and 
money-market commitments. But with 
private banks, as shown by the earlier 
Bank Summa case, shareholders' capac- 
ity to support an ailing institution is 
often far more limited. 

On August 6 a consortium of three 
major private banks, Bank Central Asia, 
Bank Utama and Bank Danamon, an- 
nounced that they would support Con- 
tinental Bank, which is ranked 29th 
among the local private banks. Just 
what support will be given has not 
been made clear, but observers feel that 
the consortium may have to take some 
form of equity stake in the troubled 
bank. 

Other major delinquent borrowers 
are not expected to be brought to trial, 
or at least not in the short term. But 
pressure is building up as large groups 
start to tap other financial sources to 
repay problem loans from state banks. 
Rights issues on the Jakarta Stock Ex- 





istry of Finance — and with close work- 
ing links with the Attorney General's 
office — has been established to moni- 
tor the status of these problem loans. 
The monetary authorities are also beef- 
ing up their monitoring systems. 

Remedies are problematic. Privatisa- 
tion would make state banks more 
transparent by subjecting them to the 
scrutiny of the market. But only one or 
two state banks would meet the criteria 
within a relatively short time. Prepara- 
tions are under way to have the largest 
state bank, Bank Negara Indonesia, go 
public within one or two years, bank- 
ers say. 

As to the private banks, the authori- 
ties are expected to police the legal lend- 
ing limits more strictly. Currently, loans 
to affiliated companies cannot exceed 
50% of capital, but by March 1997 this 
will be reduced to 20%. Two areas at- 
tracting particular scrutiny are loans to 


repaying loans. By the end 
of 1993, market capitalisa- 
tion of both the equity and 
bond markets totalled about 
Rps 75 trillion (US$67.4 bil- 
lion), or slightly more than half of total 
bank loans of about Rps 147 trillion. 

With top-level companies bypassing 
them as sources of funds, those banks 
which had depended largely on the cor- 
porate sector were forced to seek new 
market segments and expand branch 
networks into new locations. 

From 1991, banks began to curtail 
growth in loans, streamline branch net- 
works and cut operating expenses. The 


` government's tight monetary policy and 


external market forces were not the only 
reasons. Another was Bank Indonesia’s 
Prudential Banking guidelines, effective 
from February 1991 and subsequently 
strengthened with new rulings. 

In essence, the guidelines explain 
how the central bank would rate the 
soundness of banks, based on a 
weighted average of several important 
benchmarks. These include capital 
adequacy, asset quality, profitability, 
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liquidity and the level of small-business 
loans levels. 

Given the tough market conditions, 
bankers have not been overly enthusi- 
astic about the new guidelines. Com- 
pliance involves costs and thus hurt 
profitability, they argue, though they 
grudgingly admit that the guidelines 
provide some measure of discipline. The 
guidelines also provide a means by 
which banks can assess themselves, and 
eliminate the often vague criteria used 
by the central bank in earlier audits. In 
short, it makes the rating and audit 
process more transparent and less sub- 
ject to "negotiation." 

On another front, 10 of the largest 
foreign-exchange-licenced private banks 
(with the exception of Bank Central 
Asia) have beefed up their capital bases 
through public listings. They are Bank 
Мара, Bank Umum Nasional, Panin 
Bank, Bank Dagang Nasional Indone- 
sia, Bank Bali, Bank Danamon, Bank 
Duta, Bank Surya, Bank Tiara and Bank 
Papan Sejahtera. 

While most observers expect the to- 
tal number of banks to stabilise, some 





The customer wins. 


think that the number will actually 
drop. This is because of a feeling that 
the larger private banks may decide to 
grow through mergers or acquisitions. 

Bank Indonesia has indicated that 
officials are reviewing measures to en- 
courage bank mergers. This has raised 
concern about whether large and finan- 
cially strong banks might be forced to 
take over weaker institutions, thus ad- 
versely affecting the stronger banks' 
financial soundness. 

In the long term, the state banks, 
though suffering at the moment, should 
remain major players — perhaps not as 
dominant as before, but still compris- 
ing a key force in the market, given their 
size and their ability to mobilise large 
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amounts of rupiah funds. Also, given 
their large funding and deposit base 
among government entities (including, 
among others, state-owned corporations 
and government pension funds), they 
remain the cheapest sources for large 
rupiah loans for large corporations. 

In the private sector, the private 
banks have been more successful in at- 
tracting funds from both large corpora- 
tions and individuals. State-sector sup- 
port is vital in providing funding for 
state banks and, so far, private banks 
have been unable to make significant 
progress in attracting funds from state 
companies. The battle for dominance in 
the more recently targeted middle mar- 
kets, which encompass second-tier and 
growing corporations, medium-sized 
and small businesses and the rapidly 
growing middle class, is expected to re- 
main among the private banks. 

With the exception of Citibank, 
which has a sizable consumer business 
in Indonesia, foreign banks are expected 
to stay with the big corporations and 
follow their paths, providing services 
complementary to those of the capital 
markets. 

For example, foreign 
banks are currently the 
leading providers of the 
security custodial serv- 
ices — safe-keeping for 
equity and debt securi- 
ties — used widely by 
local and foreign fund 
managers. They are also 
actively helping corpora- 
tions in tapping interna- 
tional capital markets 
through the issuance of 
both debt and equity in- 
struments. 

Foreign banks are 
also still active in arrang- 
ing offshore syndicated 
loans for large corpora- 
tions. In some cases, they 
also play a more intermediary role, as 
with the US$125 million in global notes 
issued by PT Astra International and 
due in the year 2001, arranged by Chase 
Investment Bank in April. 

From the customer's perspective, 
bank services have improved dra- 
matically and rapidly. Credit cards 
linked to international networks, nation- 
wide automatic-teller networks, tele- 
phone banking, saving accounts with 
attractive prizes, prompt decisions on 
mortgage and car loans as well as 
competitive rates — these are some of 
the new benefits available to custom- 
ers. And in the end, it is the customers 
who will decide which banks will pros- 
per. п 
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Warnings 
Irrelevant 


By Adam Schwarz in Bangkok 
hai banks have been warned so 
[ many times that tough times lie 
ahead that just about everyone 
assumes that fat profits and healthy 
balance sheets are a thing of the past. 
Everyone, that is, except the banks. 
^A lot of foreign banking analysts 
overdid the pessimism earlier in the 
year, says Kongkiat Opaswongkarn, 
president of Asset Plus, a financial-ad- 
visory and merchant-banking boutique. 
"Despite all the pressures on them, Thai 
banks are doing OK because they are 
still big enough to dominate the mar- 
ket." 
Loan growth marched sharply ahead 
by 23% in the first half of the year, lead- 


Olarn Chaipravat: retail drive. 


ing analysts hurriedly to revise their 
full-year earnings estimates upward. 
Lending and deposit rates have both 
moved up, but they have done so at 
roughly the same pace. 

As a result, contrary to expectations, 
net interest margins have not been 
squeezed and profit growth has out- 
paced projections. In an August report, 
brokerage Smith New Court predicted 
that the average net profit at the 10 lead- 
ing banks would grow 32% this year 
and next. 

But just because near-term prospects 
are rosy doesn't mean banks can afford 
to sit still. For a variety of reasons, the 
banks' comfortable oligopoly is gradu- 
ally slipping away. International trade 
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agreements such as the recently signed 
Gatt accord are opening new windows 
through which foreign banks can enter 
the Thai market. 

Athome, Thai finance companies are 
increasingly encroaching on the turf 


| once reserved for banks. Finance Min- 


< dister Tarrin Nimmanhaeminda said last 
-month that five finance companies will 


. | be allocated banking licences, possibly 


as soon as next year. 

Meanwhile, large Thai corporations 
are finding new ways to fund them- 
selves without using Thai banks. Many 
have borrowed abroad or issued 
Euroconvertible debentures and, in- 
creasingly, baht-denominated bonds. 
On the liability side of the balance sheet, 
a booming mutual-fund industry is 
making banks compete harder for de- 
posits. 

Together, these developments are 
expected to force banks to narrow the 
spread between deposit and lending 
rates, So far, however, banks have suc- 
cessfully resisted the pressure. Lehman 
Brothers in Hong Kong argues that 
while “disintermediation, competition, 
and Bank of Thailand policies are in- 
deed likely to result in a contraction in 
bank interest margins, this contraction 
is very unlikely to be meaningful in the 
next 18-24 months.” 

The investment bank is forecasting 
that interest margins in 1994 will aver- 
age 3.86%, unchanged from 1993, and 
that they will decline only slightly to 
3.74% in 1995. The reasons why interest 
margins are holding up so well begin 
with Thailand's strong economy, cur- 
rently expected to grow this year at a 
rate in excess of 8%. 

With huge investments planned in 
basic infrastructure combined with a 
savings-investment gap equivalent to 
6% of GDP, the demand for loans re- 
mains extremely robust. In the first half 
of the year, the volume of outstanding 
loans rose by an unexpectedly high 
23%. 

Another reason for the banks' sound 
financial position is that their new com- 
petitors are only just beginning to eat 
into the banks' market share. For exam- 
ple, some Baht 80 billion in new corpo- 
rate debentures is expected to hit the 
market in 1994, an amount equivalent 
to only 2.5% of total bank assets. For- 
eign banks account for only 3% of total 
deposits. 

Finance companies, the most impor- 
tant challengers to Thai banks in the 
medium term, are starting from a long 
way back, especially in the hotly con- 
tested retail banking sector. Finance 
companies have a combined 157 
branches across Thailand, compared 
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with more than 2,800 bank branches. 

In response to losing some of their 
long-standing corporate business, many 
Thai banks are moving aggressively into 
retail products such as housing and car 
loans, and credit cards, where margins 
are generally higher. 

“Banks are naturally reorienting their 
lending to markets with wider spreads 
such as small- and medium-sized busi- 
nesses, and consumers," notes Olarn 
Chaipravat, president and chief execu- 
tive officer of Siam Commercial Bank 
(Scb), Thailand's fourth-largest bank. 

Most bankers seem satisfied that the 
move into retail banking has not hurt 
the quality of banks' portfolios. But, cau- 
tions CS First Boston analyst Wan 
Ismail, "it is kind of tricky when every- 
one moves into the housing market at 
the same time." 

The focus on retail banking is forc- 
ing banks to rethink their whole ap- 
proach to servicing cus- 
tomers. Thai Farmers 
Bank, the country's 
third-largest bank, has 
been perhaps the most 
aggressive in changing 
the way it does business. 

Under its forceful 
president, Banthoon 
Lamsam, Thai Farmers 
has embarked upon an 
ambitious re-engineering 
project that is changing 
the way the bank looks, 
literally. АП 450 of the 
banks' branches are 
slated to go through an 
architectural overhaul 
that is intended to make banking a more 
pleasant experience for customers. "The 
idea is to move away from a focus on 
cash so that the branch system can be 
geared more to providing financial ad- 
vice and personal banking services," 
says Hubert Knapp, a consultant to the 
bank. 

The re-engineering project has ren- 
dered about 30% of Thai Farmers' 17,000 
employees redundant. Some have been 
offered voluntary retirement but the 
majority have been retrained into credit 
officers, personal banking representa- 
tives and business development agents. 

Although only four of the bank's 
branches have been converted to the 
new system, the results at those 
branches show why the bank has com- 
mitted so many resources to the re-en- 
gineering project. At the overhauled 
branches, there has been a 60-72% re- 
duction in customer waiting time at 
peak hours, and up to a 40% reduction 
in transaction processing time, accord- 
ing to Knapp. 
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Others banks, such as 5СВ, are spin- 
ning off activities such as property ap- 
praisal, credit-card issuance, leasing and 
economic research into separate subsidi- 
aries. The idea is to free specific depart- 
ments from the bank's relatively rigid 
pay scale, which puts the bank at a com- 
petitive disadvantage to its competitors 
in some key areas. 

These sorts of changes can have a 
large and positive impact on banks' 
bottom lines, says the Lehman Brothers 
report, which notes that Thai banks 
spend 41% of total operating income on 
overhead. 

Another major push by the banks is 
to reduce their dependence on interest 
income by generating greater volumes 
of fee-based revenues. Banks are mov- 
ing quickly into a host of activities rang- 
ing from the underwriting and trading 
of debt securities to offering financial 
advisory services to managing pension 


Consumers win more attention. 


funds and private discretionary ac- 
counts. 

Industry-wide, fee income jumped 
36% in 1993 and Smith New Court pre- 
dicts the industry can sustain fee-in- 
come growth of 25-30% annually. Bank 
of Asia, the 11th-largest bank in terms 
of assets but one of the most innova- 
tive, saw its fee income explode by 57% 
in the first quarter. 

The one major laggard in the race 
for fee income is industry giant Bang- 
kok Bank, which has a 26% market 
share of total loans and deposits. Bang- 
kok Bank saw its fee income rise only 
an anaemic 5% in the first quarter, a 
performance Smith New Court analyst 
Suwapon Seniwongs blamed on a lacka- 
daisical management team: 

Bangkok Bank's management "has 
evolved into a reactive, institutionalised 
bureaucracy, ill-equipped to compete in 
an increasingly competitive environ- 
ment... No sign of commitment to re- 
engineering has been seen. [The bank] 
appears to live on past glories." " 
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MALAYSIA 


Working At 
Home 


By S. Jayasankaran in Kuala Lumpur 


ith one notable exception, Ma- 
W laysian banks have not yet ven- 

tured overseas in a big way. 
The exception is Public Bank, ranked 
17th in terms of market capitalisation 
on the Kuala Lumpur Stock Exchange. 
Led by savvy entrepreneur Tan Sri Teh 
Hong Piow, Public has moved into 
Hong Kong, Vietnam, Cambodia, New 
Zealand and, more recently, Sri Lanka. 

Each time, the bank was the early 
bird, getting in when others had not and 
when prices were cheap. "Their fore- 
sight and their timing have been re- 
markably good," says Tan Teng Boo, 
the managing director of Kuala Lum- 
pur-based Capital Dynamics, a licensed 
independent investment adviser. 

That is not to say other banks haven't 
tried. The country's second-largest bank, 
Bank Bumiputra, has branches in Hong 
Kong, Tokyo, California and Indonesia. 
But Bank Bumi's expansion came in its 
fledgling years, and seemed prompted 
more out of a desire to score prestige 
points than hard-nosed business sense. 
More recently, however, the country's 
largest bank, Maybank, set up shop in 
Cambodia and Indonesia. 

The reason for expanding overseas 
in the case of Public and Maybank stems 
from Malaysian companies expanding 
into the countries in question. 

Most local banks, however, see no 
need to expand overseas. It has much 
to do with innate conservatism as well 
as more pragmatic considerations. Says 
Gunasegaram Ponnampalam, the re- 
search manager of Standard Chartered 
Securities in Kuala Lumpur: "They have 
their hands full with opportunities 
here." 

Now in its eighth straight year of 
strong growth, Malaysia's booming 
economy has provided rich pickings for 
the country's 100-odd financial institu- 
tions. 

For the bigger banks, which normally 
have brokerages in their stables, the su- 
per bull run on the Kuala Lumpur Stock 
Exchange was another a big contribu- 
tor. The stockmarket excitement also 
precipitated a rash of mergers and ac- 
quisitions which fattened the bottom 
lines of merchant banks via fee income. 

A more basic factor, however, was 
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the increasing spread between deposit 
and lending rates which boosted mar- 
gins. Excess liquidity in the system had 
caused the cost of funds to slide steeply, 
while lending rates fell much more 
slowly. As a result, gross interest mar- 
gins at the end of June stood at 4.45 
percentage points, up from 4.36 percent- 
age points at the end of December and 
an eight-year high. 

Cumulatively, these factors added 
up to whopping bank profits. But no- 
body believes the rates of growth are 
sustainable. For one thing, analysts say 
that the interest margins will not last. 
“It’s not something that's seen as equi- 
table," says the chief executive of a for- 
eign bank. Thus, they expect the central 
bank to rectify the situation by allow- 
ing rates to move upwards in the me- 
dium term. 

Indeed, bank activity in the first half 
of 1994 has expanded at a slower pace 
than the corresponding period last year. 
While total deposits at the commercial 
banks rose by M$8.5 billion or 6.1%, to- 
tal loans only grew by a mere M$3.3 
billion, or 0.3%. 

By central bank standards, however, 

the growth in new loans seems lop- 
sided. The reason is that more than half 
of the new loans were channelled to- 
wards share purchases. Less than a 
quarter of new loans went towards 
manufacturing. Indeed, the skew in 
lending patterns led to a warning from 
central bank governor Ahmad Mo- 
hamed Don, who "reminded the banks 
to exercise prudence in extending loans 
owards share purchases in view of the 
»latility of the stockmarket.” 
n balance, however, Malaysian 
5 are in pretty good shape. Non- 
ing loans among the commer- 
ks had fallen sharply by M$4.2 
27% by the end of June. Con- 
the ratio of non-performing 
tal loans declined from 1396 
to 9% in mid-1994. 
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with listed Idris Hydraulic with a view 
to being taken over. 

Apart from that, other local banks 
have been moving aggressively. Kong 
Ming Bank used to be a small bank in 
Malaysia’s eastern state of Sarawak un- 
til it was brought over to the peninsula 
by national car distributor Edaran Oto- 
mobil Nasional (EON) in’ 1992. Since 
then, renamed EON Bank, it has sprou- 
ted all over the country. 

Similarly, MUI Bank has never 
seemed to be able to expand its branch 
network. In November last year, it was 
bought by the Hong Leong Group, and 
now the renamed Hong Leong Bank has 
received permission from the central 
bank to open another 25 branches. 

All this will mean intensified com- 
petition among banks in the medium 
term. But other threats are cropping up. 
For instance, non-financial institutions 
like PA Consulting, Arthur Andersen 
and Price Waterhouse have begun mus- 
cling in on merchant-bank territory. 


Competition brings more sophistication. 


Says Ravi Navaratnam, the representa- 
tive of Kleinwort Benson in Kuala Lum- 
pur: “The lines between corporate ad- 
visory work and financial advice have 
blurred.” 

Meanwhile, financial disinterme- 
diation has been going on at a rapid 
clip. In addition, its products have 
grown increasingly sophisticated. Over 
the last year, for example, Malaysian 
companies have raised more than M$5 
billion through Euroconvertible bonds. 
And in the domestic market, rights is- 
sues, warrants and straightforward 
bonds have become increasingly popu- 
lar. “That way lies the future,” shrugs 
Standard Chartered’s Gunasegaram. 

Should banks worry? The answer 
may be, not really. “The cake’s grow- 
ing fast enough for everyone,” says a 
senior executive from a local bank. m 
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INDIA 


Reforms 
Take Hold 


By Debashis Basu in Bombay 
W most rigid banking systems in 
the world, having had to bear 
the brunt of over a quarter-century of 
state directives and controls, India's 
banks are showing signs of growing up. 
The genesis of the dramatic change 
was in mid-1991, when within a few 
months of taking office, Finance Minis- 
ter Manmohan Singh appointed a com- 
mittee to suggest reform measures for 
the banking system. 

Until recently, banks have functioned 
in a system of fixed interest rates, a 
massive pre-emption of deposits by the 
government and directed lending. 

Compared with banks in Southeast 
Asia, Indian banks are grappling with 
mundane and basic issues such as own- 
ership, accountability, more transparent 
accounting and the realities of the mar- 
ketplace in which Indian banking sud- 
denly finds itself. 

The committee recommended that 
some profitable banks be allowed to 
make equity issues to the public to bol- 
ster depleted capital, and that an asset 
reconstruction fund be set up to buy out 
bad loans from the banks at a discount. 

The committee suggested that the 
balance sheets be made more transpar- 
ent, that bad debts be provided for and 
that bank chiefs be given more au- 
tonomy. As the government has at- 
tempted to implement parts of the re- 
port, four key trends have emerged in 
the Indian banking system. 

First, on January 23 last year, the 
Reserve Bank of India (RBI) declared that 
it would once again consider granting 
licences to new private banks with a 
minimum capital of US$33 million. This 
meant cracking open the banking sec- 
tor for private initiative for the first time. 

Although the guidelines announced 
by the RBI for new private banks were 
disappointingly — even mindlessly — 
restrictive, the ministry is understood 
to have been more sympathetic. So far 
nine new banks have been given clear- 
ance to start operating, of which three 
are up and running. But it is ironic that 
two of them have been promoted by 
public sector or quasi-public-sector or- 
ganisations. 

The only new bank promoted purely 
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as a private-sector enterprise is IndusInd 
Bank launched by the Hindujas, a 
wealthy non-resident Indian family. 
Another new private bank called Glo- 
bal Trust Bank has just completed an 
initial public offer (IPO) and will be op- 
erational soon. Centurion Bank, pro- 
moted by 20th Century Leasing, has tied 
up with Keppel Bank of Singapore for 
technological collaboration. 

The government's decision to allow 
new private banks has attracted more 
than 100 applications, some of them 
marking the ambitions of industrial 
houses to enter banking. The RBI is ap- 
parently considering clearing applica- 
tions from: ITC Ltd., a tobacco company 
which is an Indian affiliate of BAT of 
Britain; India's biggest company, Reli- 
ance Industries; and the Ispat Group, 
which owns steel plants in India, Indo- 
nesia and Mexico. Among those already 
cleared is Times Bank, promoted by the 
owners of India’s largest selling news- 
paper, Times of India. 

Secondly, the government is allow- 
ing foreign banks to open. Among those 
recently waved in were Chase Manhat- 
tan, Dresdner Bank, Development Bank 
of Singapore and Bank of Mauritius. 

Thirdly, the government has been try- 
ing to make structural changes. Interest 
rates have been brought down and 
changes made to reserve requirements 
and to the portfolio of directed or so- 
cially minded credit. The banks have 
also been forced to accept a new, tougher 
set of norms for income recognition. 

This has showed up the Indian banks 
for what they are. Some 11 out of 27 
banks disclosed massive losses last year. 
According to RBI Deputy Governor D. 
R. Mehta, 13 banks will record net losses 
in 1993-94 after making full provisions 
in accordance with RBI's norms on in- 
come recognition and provisioning. 

Finally, a key policy move of the gov- 
ernment is allowing certain profitable 
banks to make public issues to dilute 
the government's full ownership in 
these banks. Last year the State Bank of 
India (SBI), India's largest bank, made a 
public issue of Rs 12.4 billion (US$395.3 
million). 

The government is allowing other 
profitable public-sector banks to raise 
additional capital through Iros. In the 
queue are five State Bank of India asso- 
ciates as well as Canara Bank, Bank of 
Baroda, Punjab National Bank, Oriental 
Bank of Commerce and Corporation 
Bank. These 10 nationalised banks are 
set to raise Rs 30 billion by 1994-95. 

It is not clear whether these banks 
are carrying dud loans. Disclosure rules 
are still inadequate for the general pub- 
lic to be able to judge the quality of as- 
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Manmohan Singh: driving force. 


sets. According to one report with the 
Ministry of Finance, but not made pub- 
lic so far, 65% of the total assets of the 
banking system have been provided for. 


25%, Punjab National Bank, Canara and 
Bank of Baroda (20% between them) and 
a few select smaller banks such as Ori- 


— 












ental Bank of Commerce (10%) have very 
low levels of non-performing assets. 

It is not clear what will happen to 
public-sector banks which are continu- 
ously losing money. Sacking people is 
a sensitive issue in India, and the gov- 
ernment does not yet have a policy to 
deal with loss-making units. 

For the moment, all the excitement is 
about the new private banks. They are 
laying stress on automation to keep costs 
low and open up wider margins for 
themselves. Traditionally, banks have 
allotted just a fraction of the front-office 
space to customers. Now they are ban- 
ishing voluminous paper-pushing jobs 
to transaction-processing back offices. 

“Any new Indian bank must start 
with a very high degree of computeri- 
sation. This will be a big advantage for 
the new banks,” says Ramesh Gelli, 
chairman of Global Trust Bank, a new 
bank that has just completed a Rs 260 
million IPO. “Automation can revolu- 
tionise the cost structure since the main 
banking cost is in personnel,” he says. 

A key strategy is also to earn more 
fee-based income, because it will take 
time to build branches and mobilise 
deposits, though the new banks can 
cash in on widespread dissatisfaction 
with the public-sector banks. и 
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Indonesian Prudent Bank Profile 


BANK NISP - Established in 1941 


Brief history 

Bank NISP, the fourth oldest banks in the nation, is a foreign exchange licensed bank. 
It was the first private bank chosen by the government to deliver subsidized credits. 
It was one of the seven banks in the nation chosen to be a market maker of the 
country’s money market instruments. Since 1993, it has been trusted by Exim Bank 
of Japan and Netherland Development Bank (FMO) to channel long-medium term 
subsidized credits. 


Bank NISP has been a partner of Daiwa Perdania Bank, the first foreign bank in 
Indonesia mostly owned by Daiwa Bank Ltd. Japan, in joint financing and technical 
assistance for more than 22 years. Furthermore, Bank NISP has already becoming 
its domestic bank shareholder for the past 20 years. 


Financial highlights 

For the last ten years, it has consistently grown at the average of 25%. As of May 
1994, its solid Loans to Deposits Ratio was 91% and its well above standard Capital 
Adequacy Ratio was 11.1% with more than 1.5% of Return on Assets. 


Future plan 
In September 1994, Bank NISP plans to be listed in the Jakarta Stock Exchange. 
Nomura Securities of Indonesia will lead manage the listing. 


Bank NISP's mission : 


To ensure a fine quality rather than quantity growth. Not to 
be one of the biggest, but one of the best banks. 
International Banking Center : 


Bank NISP Building, Jl. Gunung Sahari No. 38, Jakarta 10720, Indonesia Phone: 
(21)6009037-8, Fax: (21)6492264, Telex: 41467 NISP JK IA 











Dance class at Mingxing, the Shanghai school for aspiring movie stars. 
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Show Business 


China's movie industry gets a new source of talent 


By Marie Cambon 


ou wouldn't know it from the som 
Y bre-looking guards at the front gate 

and the imposing sculpture of 
Marx and Engels on the lawn, but the 
Shanghai municipal party school has a 
new function. It's a training ground for 
aspiring movie stars. 

China's first private school for would- 
be film actors and actresses — the Xie Jin- 
Hengtong School of Arts — moved in a 
year ago. Commonly known in Chinese 
as the Mingxing, or Star, school, it shares 
the spacious location with other commer- 
cial enterprises. They all pay rent to the 
Shanghai party school, a reflection of Chi- 
na's new-found emphasis on making 
money. 

Xie Jin, head of the school and himself 
a film director, is to Chinese film what 
the American director Steven Spielberg is 
to Hollywood. Xie's portraits of women 
pluck the heartstrings of Chinese audi- 
ences the way Spielberg's childhood 


visions appeal to Americans. Critics look- 
ing for new vistas in cinema beyond the 
warm squish of melodrama consider Xie's 
films too conventional. But he commands 
a loyal following in the general audience 
and a prominent presence in the local film 
world, particularly in Shanghai. 

The school could be viewed as an at- 
tempt at vertical integration. Two years 
ago, Xie established his own film and tele- 
vision production company with the sup- 
port of the Hengtong conglomerate, based 
in Zhuhai. Opening a school to train film 
actors gives the production company 
ready access to a fresh crop of talent. Xie 
and Hengtong invested Rmb 1.5 million 
(US$172,000) to set up the school. The 
state nodded its approval a month later, 
and the first semester kicked off in March. 
Xie Jin accepted 46 students — including 
two from overseas — from the 1,000 stu- 
dents from across China who auditioned. 

“Xie Jin wanted to do something for 
young people, to give them training for 
future work in film and television," says 
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Chen Xiangmin, Mingxing’s dean. “Their 
choices are limited to four-year pro- 
grammes at the drama schools, which he 
felt was too long." By the time properly 
trained actors graduate from a state school 
programme, they are already in their 20s. 
Xie feels these programmes were too in- 
flexible to meet the industry demands for 
young talent. A 25-year-old playing the 
role of ап 18-year-old, he says, doesn't 
provide a credible performance. 

Xie himself says it's crucial that China 
develops more talent for the film and TV 
industry. "In the last few years, there has 
really been an absence of major stars in 
China, except for Gong Li," he notes, add- 
ing that Hong Kong and Taiwanese 
celebrities have a huge following in China. 
But because China's population is so large, 
he's certain it holds a wealth of undiscov- 
ered homegrown talent. And he plans to 
expand Mingxing's recruitment methods 
to tap into it. 

Before 1949, China's performing talent 
sprang from theatrical troupes or the 
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streets. In the 1920s, film-production com- 
panies mushroomed in Shanghai as specu- 
lators quickly exploited a new commer- 
cial niche. This opened up opportunities 
for stage actors. It also threw the door 
open to women. Previously, men played 
women's roles in traditional opera pro- 
ductions and the hybrid Western-style 
theatre of the period. Women like Ruan 
Lingyu and Hu Die, who later became 
screen stars, entered the film industry 
directly through the studio door — with 
no acting experience. 

Despite performers' frequent cross- 
overs between the stage and movies, film 
stars rarely achieved the artistic re- 
spectability of their counterparts in the 
theatre. This attitude is still in evidence 
in performing-arts circles, where gradu- 
ates from China's two drama academies 
are considered to be better grounded in 
performing technique 
than their counterparts 
at the state-run Beijing 
Film School. 

Mingxing has 
drawn a few derisive 
smirks from members 
of Shanghai's film and 
drama circles. China's 
arts community gener- 
ally takes a dim view 
of commercial-cultural 
enterprises. It’s been 
jaded by the business 
owners who раілі 
their ventures with a 
cultural facade to sug- 
gest a loftier goal than 
money making. In 
Shanghai, a raft of 
companies carry names with the suffix 
"visual media cultural development 
group;" that's often longhand for “kara- 
oke outlet." Other, "true" arts groups, 
such as ballet companies and symphony 
orchestras, are bankrupt and require com- 
mercial sponsorship to survive. 

Mingxing falls somewhere in between 
the two groups. It attempts to wed arts 
education to commercial viability. But its 
survival ultimately depends on how many 
of its graduates achieve celebrity status. 


C ritics consider the school a front to 
make money using Xie Jin's name. 
They say it exploits teenagers who 
dream of becoming movie stars. The year- 
long course costs Rmb 8,000 — twice as 
much as a year at one of the state-run 
institutions. Detractors say a single year 
of instruction is not comprehensive 
enough; they compare it negatively with 
the four-year courses at the state schools, 
where most students are government- 
funded. Mingxing's tuition doesn't cover 
overhead costs, including staff salaries. So 
students promise that in the first year af- 
ter graduation, they will pay 30% of any 
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Marx and Engels stand guard outside 
Mingxing. /nset: film director Xie. 


income derived from film contracts 
gleaned through the school's recommen- 
dation. 

Mingxing's school year divides into 
three semesters. Courses emphasise prac- 
tical skills: performance, vocals, modern 
dance and Chinese language. Students 
take martial-arts lessons at the local po- 
lice training centre; they also learn to ride 
a horse and drive a car. The schedule is 
more demanding than that of government 
schools — the programme reads more like 
that of a military boot camp than an act- 
ing school's. In the brochure introducing 
the school, Xie Jin wrote an admonition 
to would-be applicants: “Those lacking in 
talent, artistic determination or willing- 
ness to work hard are not welcome; nor 
are those who have visions of becoming a 
starlet dangling on the arm of a rich ty- 
coon.” 


















Monday to Satur- 
day, students wake at 
6:30 a.m. to prepare for 
calisthenics outdoors 
from 7:00 to 7:30 a.m. 
Classes stretch from 
morning until 5:30 p.m. 
Video screenings and 
reviews take place after 
hours. Unlike their 
counterparts in the state schools, who 
often earn more than their professors by 
taking on part-time work in TV commer- 
cials, Mingxing students are prohibited 
from working until they graduate. 

The school's administrators — a cohort 
of middle-aged women — say the first 
few months of operation were exhaust- 
ing. Trained as a stage director, vice-presi- 
dent Yuan Guoying says she wasn't pre- 
pared for her new job. "Educational man- 
agement is very different from being a 
director and it's very difficult," she says. 
Her mandate includes keeping a tight rein 
on dozens of students between the ages 
of 15 and 25. Their campus antics have 
elicited disapproving remarks from cad- 
res who had attended the party school to 
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brush up their knowledge of socialism. 
"They've told us our students are intoler- 
able,” says one of the Mingxing staff rue- 
fully. Despite its location, Mingxing 
doesn't offer political studies. 

In the class for dance and body move- 
ment, a diminutive teacher from the 
Shanghai Drama Academy conducts a 
group of boys — most of them twice her 
size — against a resonating disco beat. 
"You guys are closer to 16 while I’m 
nearly 60," she yells. "Put some more 
effort into it."^ The students are per- 
forming a choreographed piece, and 
those in the front lines show promise. 
But those at the back have trouble get- 
ting their steps right and hardly seem 
destined to follow in Fred Astaire's foot- 
steps. "We're not trying to make danc- 
ers out of them," says Xie. "We just want 
them to know different ways of express- 
ing themselves." 

The young women are a more serious 
lot, although their high heels and make- 
up seem inappropriate work-out wear. 
"When I said I wanted to be in films, my 
mother didn't approve, so I studied fash- 
ion design at art school," says a 23-year- 
old woman. "She told me to choose a pro- 
fession I could still do at the age of 80, 
but after this school opened I persuaded 
her to let me try. I had already worked 
for a couple of years, so she agreed." 
The students' backgrounds are varied. 
Some are children of of- 
ficials and business- 
people who can afford 
the fee; others borrow 
money from relatives. 
Administrators plan at 
least eight performances 
that will give students an 
opportunity to grab the 
limelight before ап 
audience. “Xie Jin also 
plans to direct a film next 
year which will include 
all the students,” says 
Yuan Guoying, “but the 
script’s a secret.” 

Mingxing students, 
especially women, express satisfaction 
with the classes and an unreserved re- 
spect for Xie. If they land a lucrative film 
role upon graduation, will they fulfil their 
contracts and hand over 30% of their in- 
come to the school? “It is our obligation,” 
one boy says, with conviction. A woman 
student is more emphatic: it would be a 
breach of trust and damaging to her career 
not to uphold the agreement. 

Sincerity is not a watchword of the film 
industry or the acting profession. But 
Mingxing’s hopefuls exude enthusiasm 
and confidence, perhaps even innocence, 
as they embark on their quest into movie- 
land. п 


Marie Cambon is a writer based in Shanghai. 
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BOOKS 


Man on the Wall 


The World of Satish Gujral: In His Own 
Words by Satish Gujral. 
UBS, 5 Ansari Rd., Daryaganj, New Delhi. Rs 950. 








The diminutive-looking artist, who ap- 
pears even smaller in front of the tall mu- 
rals he has designed for some of New Del- 
hi's modern buildings, recently created yet 
another stir in Indian art circles. In state- 
ments marking the release of this book, 
he accused some of the best-known In- 
dian painters — M. F. Husain, S. H. Raza, 
Francis Newton Souza among them — of 
producing works pandering to the West- 
ern market. 

Despite his sneering references to 
^Macaulayites" (after Lord Macaulay, 
who introduced English education in In- 
dia), Gujral has a flair for the English lan- 
guage. He opens his autobiographical ac- 
count thus: 

“А child prodigy I never was. Certainly 
not the type who prefer to suck brushes 


Tour Package 


Travelers’ Tales Thailand edited by James 
O'Reilly and Larry Habegger. 

Travelers' Tales, 10 Napier Lane, San Francisco, 
CA. US$15.95. 








Eyeing the glut of guidebooks, two 
American travel writers are gambling 
that tourists will want to read a collec- 
tion of contemporary writing about their 
holiday destination. Travelers' Tales Thai- 
land, edited by James O'Reilly and Larry 
Habegger, is the first in a series that 
will soon cover India and Hong Kong. 
(There is no relation between this book 
and the REVIEW's long-standing Travel- 
lers' Tales column.) 

The experiences of Americans and 
Britons on brief tours predominate in 
these 54 non-fiction selections, many of 
them first published in periodicals, al- 
though there are also book excerpts, 
ranging from the breezy (Borderlines by 
Charles Nicholls) to the serious (A Medi- 
tator's Diary by Jane Hamilton-Merritt). 

Using tourists to prepare the way for 
tourists makes good sense. These writ- 
ers, bring a fresh appreciation for dis- 
plays of tropical fruit, the simplicity of 
a tribal village and the good humour 
of the Thai people. They are also 
stunned by the airport pimps and dis- 
appointed by the hordes of other tour- 
ists. 


instead of their mother's breasts." 

Satish Gujral was born in Gujranwala 
(now in Pakistan) with a speech and hear- 
ing impairment. A leg injury at the age of 
eight confined him to bed for long spells 
in his adolescence. His father, who was 
active in the freedom movement, per- 
suaded John Lockwood Kipling (Rud- 
yard's father), who had founded the Mayo 
School of Art in Lahore, to take in the 
young lad. His best hope for his disabled 
son was that he could eke out a living as 
à draughtsman. 

The deaf, stuttering, wobbly-walking 
boy did, in fact, much better in life. He 
turned into a stormy petrel on the con- 





Sometimes beyond the ken of the casual visitor. 


The drawback, of course, is that 
casual visitors commit numerous nig- 
gling errors and a few big omissions. 
The editors have conceived a tasteful 
method of inserting clarifications and 
corrections, but they aren't qualified for 
the task. For example, when two aspir- 
ing business writers blather about “jun- 
gles filled with exotic wildlife," a box 
on the same page offers readers a vivid 
account of the illegal wildlife trade by 
biologist Alan Rabinowitz. In fact, this 
book does a commendable job of alert- 
ing foreigners to environmental plun- 
dering. But left unchecked are a score 
of other silly notions that the editors 
picked up after two days of intensive 
investigations. 

The serious misconceptions are illus- 
trated by two entries from the volumi- 
nous literature by Western men on the 
souls of illiterate Thai prostitutes. Deep 
in fantasy, Pico Iyer paints the sleazy 
bars catering to foreigners as the epitome 
of glamour. Ian Buruma is more honest 
and intelligent, but similarly concludes 
that sex tourism isn’t a symptom of cor- 
ruption and that Thai women aren’t de- 
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temporary Indian art landscape. 

In the early 1950s, Gujral spent a few 
years in Mexico on a government schol- 
arship courtesy of the poet Octavio Paz, 
Mexico’s cultural attache in New Delhi at 
the time. But the more durable influence 
on his work came from the brutalities and 
the bloodshed he had witnessed in the 
wake of the 1947 partition of British In- 
dia. “Nothing else can explain,” he re- 
flects, “why no other artist was affected 
enough to depict the holocaust, either then 
or later.” 

It was the use of such anguished im- 
ages in his works through the 1950s that 
attracted Jawaharlal Nehru’s attention to 
the up and coming painter. It was at 
Gujral's suggestion, the artist recalls, that 
Nehru had the law amended prescribing 
that at least 2% of the cost of a govern- 
ment building should be earmarked for 
aesthetic upkeep. Though this provision 
remained bogged down in 
government paper-work and 
was never thoroughly imple- 
mented, it generated public 
interest in murals. 

In the 1960s and 1970s, 
Gujral designed a number of 


graded by it because “un- 
der the evanescent surface, 
Thais remain in control of 
themselves.” Convenient- 
ly, neither discovered that 
foreign sales are only the 
tip of an ugly nationwide 
industry, which satisfies 
demand with girls kidnapped from 
neighbouring countries. 

In short, the shadier side of Thai life 
would have been better handled by 
Thais or entrenched expatriates. Thai 
journalists have written well, in Eng- 
lish, on two topics most tourists ask 
about — the Aids epidemic and the May 
1992 massacre of democracy demonstra- 
tors. There’s no excuse for dated news 
from Business Week on Aids in Asia. Nor 
for the inclusion of only three skimpy 
pieces by Thai writers. 

A future edition should replace 
deadwood and introduce foreigners to 
Pira Sudham’s best-selling, bittersweet 
reminiscences of northeast Thailand, a 
poor region that doesn’t appear at all 
here. Another rich source is Behind the 
Smile, a collection of reporter Sanitsuda 
Ekachai's sketches from the frontlines 
of social distress. One memory that tour- 
ists should bring home is that Thais can 
see themselves without cant or senti- 
ment. п Susan Cunningham 


Susan Cunningham is a journalist based in 
Bangkok. 


OCTOBER 6, 1994 


Midland Realty, was founded in 1973 with a dream. Today this dream 
has become reality. Midland Realty is one of the largest and most success- 
ful real estate agencies in Hong Kong. 

And with. a network of 50-plus branches in an ever-changing market 
Midland Realty needs to share and disseminate information quickly and 
accurately. Midland Realty chose NOVELL to help them achieve their 
dream. 

NOVELL provides the technical know-how, the software and the 
experience to develop networking solutions to meet every requirement. 

Just as important, NOVELL provides the medium and long-term 
support to miake-sure your network continues to meet your needs as you 
grow. 
NOVELL, building better partnerships. 





For communications solutions ii 


Throughout Asia, we are helping to provide working in close partnership with our customers 
advanced communications systems solutions. to provide these solutions. Solutions which bring 
This involves digital switching, Intelligent people together both within Asia and with the 
Networks, PBX, mobile communications, micro- rest of the world. 
wave links, optical submarine cables and rural Examples of our participation range from 
communications. Pac Rim East and West (a 15000km undersea 
As part of Alcatel Alsthom, we believe in fiber optic cable providing worldwide links 
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Asia, talk to your local partner. 


with the Pacific Rim), to the ASIASAT 2 satellite 
program. To date, more than 42 million digital 


lines are installed or on order. AL С А Т Е І 


A success which not only makes us number one 


v 


worldwide but, more importantly, confirms our 


commitment to total customer satisfaction. Alcatel. 
= А s Alcatel пу, World Trade Center, 
Your reliable partner in communications systems. Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 
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Over 50 Ships, And 20 Aircraft 
Have Mysteriously Disappeared Over 


The Bermuda Triangle. 


If Only They Had 
Our Tracking Equipment. 


It's no mystery how at Federal Express 
we keep track of each one of over two 
million shipments we handle each day. 
Allow us to explain. 
At Federal Express, out of sight, 
doesn't mean out of mind. From the 
moment you hand your shipment to 


us, to the moment it's delivered at its 


destination, a sophisticated tracking 
system keeps an eye on it. 

On land, in the air, and over 
water, we always know precisely 
where your shipment is. 

We'd be able to tell you if it's 
in one of our vans, rushing to the 


airport; we'd be able to tell where it 





is over the South Atlantic; we'd be 
able to tell the exact time your 
customer will receive it. 

So, the next time you have a 
shipment, give us a call. 

And you'll also discover why it's 
no mystery that we're the world's 


largest air express delivery service. 


Asia Pacific : Australia 1-800-021-021 • Guam 649-4000 • Hong Kong 730-3333 • Japan 0120-003200 
« Korea 02-333-8000 « Macou 703-333 Malaysia 800-6363 • New Zealand 0-800-733-339 e Philippines 831-0109 » Singapore 1-800-743-2626 • Thailand 367-3222 • Vietnam 290-747 
Middle East : Duboi 821-821 « Abu Dhabi 724-050 • Kuwait 564-0677 • Bohroin 530-440 FedEx Logistics Services : Singapore 268-5722 e Japon 5275-5918 
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murals for public and private buildings. 
His last work was for the Delhi High 
Court in 1977. Though he continues to be 
identified as a muralist, Gujral now sees 
himself as something of an anti-muralist. 
"Murals appear necessary when the build- 
ings are so poorly designed, “ he said re- 
cently. "Good building architecture 
should have no place for a mural." His 
architectural works are a way of demon- 
strating how. 

In 1982, Gujral surprised his critics 
when his design for the Belgian Embassy 
in New Delhi bagged the contract. Many 
thought the brick-domed Belgian chancery 
building that he subsequently built was 
an architectural freak. But Gujral has com- 
pleted many architectural assignments 
since then. And his designs for a cultural 
centre in Mauritius and the Indian Em- 
bassy in Kathmandu are on the drawing 
board. 

His strength — Gujral surmises — lies 
in his capacity to grow from one style or 
medium into another. He lashes out at 
his contemporaries for falling into 
grooves. He describes the current prepon- 
derance of folk and traditional styles and 
motifs as an “ethnic epidemic” and sug- 
gests that artists take a fresh look at what 
passes for modern Indian art. He takes 
swipes at the leftwing “progressives,” the 
rightwing “Tantra” painters and the mid- 
dle-of-the-road Macaulayites. 

As for his own failings, Gujral pleads 
for no other indulgence except to be 
judged by his creative works. 

m M. К. Tikku 


M. K. Tikku is an assistant editor at The 
Hindustan Times, New Delhi. 





Ms. Mountain 


The Violet Shyness of Their Eyes: Notes 
from Nepal by Barbara J. Scot. 

Calyx Books, PO Box B, Corvallis, Oregon. 
US$14.95. 








One morning in February 1990, Bar- 
bara Scot, a 48-year-old schoolteacher 
from Portland, Oregon, suffered a severe 
headache. She soon fell into a restless 
sleep in which confused images tumbled 
kaleidoscopically through her dreams. 
When she awoke, she knew with "fright- 
ening clarity" that she had to leave home. 
She writes: "I knew a door in my mind 
had opened and if I refused to leave the 
safety of the inner room, I would begin to 
die." 

And so she went. Leaving her job, her 
husband, two sons, and the mother-in-law 
to whom she dedicates this book, Scot 
took up a two-year volunteer assignment 
teaching village children in Nepal. Home- 
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By the Book 


Public Law and Human Rights: A Hong 
Kong Sourcebook edited by Andrew 
Byrnes and Johannes Chan. 

Butterworth, 3 Shenton Way, Singapore. 
HK$680. 

One Culture, Many Systems: Politics in 
the Reunification of China edited by 
Donald Н. McMillen and Michael E. 
DeGolyer. 

The Chinese University of Hong Kong, Shatin, 
N.T. HK$160. 


Public Law and Human Rights: A Hong 
Kong Sourcebook reprints all the major 
constitutional and human-rights docu- 
ments dealing with the transfer of sov- 
ereignty of Hong Kong from Britain to 
China. Included also are the provisions 
of the 19th-century treaties by which 
Hong Kong was ceded or leased to 
Britain. Moreover, by reprinting recent 
documents dealing with such issues as 
nationality and Hong Kong's new air- 
port, the editors provide a broad un- 
derstanding of the current situation in 
Hong Kong. 

One Culture, Many Systems: Politics 








sick, guilty about abandoning her family 
and beset with stomach trouble, she quit 
after one year. Back in Oregon, she turned 
her journal into a book. 

Whoever reads this book expecting to 
learn about Nepal will be disappointed. 
However, what the reader will learn is 
more about Barbara Scot than even a close 
relative would want to know. 

As we plough through The Violet Shy- 
ness of Their Eyes, we learn that Scot grew 
up on an Iowa farm, that her father was 


an alcoholic, that some- ay 


thing terrible but unex- A it VIOLET SHYNESS | 
OF THEIR EYES + 


plained happened to her 
brother, that one of her 
sons is dyslexic, that she 
tried suicide and that she 
is a Presbyterian married 
to a man named Trusky, 
six years her junior. We 
also learn that she’s a fa- 
natic jogger and, because 
she believes that “Ameri- 
can women were taught to 
distrust each other,” she is 
not good at making friends. 
When Scot looks up 

from her navel long Ё 
enough to look around her, 

her observations about Nepal, while sym- 
pathetic, tend to be unfocused and bor- 
derline silly. A poor reporter, she is un- 
able to stand back and write about what 
she sees and hears. Rather, her encounters 


A 
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BARBARA J. SCOT 


in the Reunification of China contains 
essays that examine aspects of Greater 
China’s hopes for reunification. The 
first part of the book focuses on Hong 


: Kong's political culture. One article 


analyses British rule while another ex- 
amines the "one country, two systems" 
model. Other essays discuss Hong 
Kong's leaders and whether their role 
will become more substantial, the 
politicisation of Hong Kong's unions 
and polarisation in the colony's stu- 
dent movement. 

Part Two turns to questions of Chi- 
nese reintegration in Macau and Tai- 
wan. For example, as Macau prepares 
for the transfer of sovereignty to China 
in 1999, will Lisbon leave an economic 
and cultural legacy in Macau? One ar- 
ticle examines the recent evolution of 
China-Taiwan relations with icu- 
lar emphasis on Taiwan's "flexible di- 
plomacy." Another essay investigates 
Chinese leaders and their foreign- 
policy orientation. The final essay re- 
turns to Hong Kong and contemplates 
the future. W Jonathan Robertson 


Jonathan Robertson is a Luce Fellow based 
in Hong Kong. 


and experiences are filtered through the 
baggage of her life to such a degree that 
even "the violet shyness" of Nepalese 
women's eyes reminds her of her mother. 
And when Scot manages a sentence with- 
out the word "T" in it, she comes up with 
something like this: "Why are people so 
happy in Nepal? It's one of the poorest 
nations in the world and by materialistic 
Western standards, most of the popula- 
tion lives in a state of acute deprivation. 
Yet they're so laid back about it all." 

Scot seems to have 
spent as much time jogging 
in the magnificent Nepa- 
lese countryside as she did 
teaching in the classroom. 
Furthermore, she felt no 
compunction about doing 
something in Nepal she 
says she would probably 
never do in America: take 
time off from school to go 
mountain climbing. 

Although few popular 
books are written about 
Nepal, both the country 
and the reader deserve bet- 
BB ter than this self-absorbed 

volume by a woman who : 
went to Asia to deal with her mid-life 
crisis. m Eleanor Schwartz 


Eleanor Schwartz is a writer based in New 
York. 
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| improvement in the firm's 1.3% 
| share. By comparison, Honda is the lead- 
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Quality, Not Quantity 





By ‘Nigel Holloway in Fairfax, Virginia 





hen Don Reilly and 24 other 
W Hyundai Motor dealers from the 

United States visited the firm’s 
plant in Ulsan, South Korea, in June, they 
were shown the Accent, a new sub-com- 
pact car to go on sale in America early next 
year. 

The dealers generally liked the look of 
its exterior. But the interior upholstery was 
another matter. They knew its bold geo- 
metric patterns in shocking pink and bright 
blue would not please their mature clien- 


| tele. “It was too flashy,” says Reilly. “It was 


designed for younger people and we are 
selling to older folks, some in their 50s.” 
They said as much to Hyundai Motor 
President Chon Sung Won, who was with 
them on the factory tour. The very next 
day, Chon told them the problem would 
be corrected, says Reilly. The Accent model 


| destined for the U.S. market will feature a 


darker, more staid interior. 

The swift response from Hyundai is one 
critical sign that the firm’s prospects are 
improving in the U.S., its main export mar- 
ket. Gone are the days when an “incred- 
ibly arrogant” head office would tell 
Hyundai Motor’s American dealers to take 
it or leave it, says Maryann Keller, a securi- 
ties analyst at Furman Selz in New York. 
“One reason why they didn’t understand 


| the U.S. market was because they didn’t 


listen to their dealers,” she says. 
Now, they're listening hard. And it's 
beginning to show. After a catastrophic 


| decline in U.S. sales to 108,549 cars in 1992 


and only slightly more in 1993 — from 
more than 264,000 in 1987 — the numbers 


| are starting to climb. In the first eight 
| months of this year, Hyundai Motor sold 


89,000 cars in the U.S., 17% more than in 
the same period of 1993. In August, a 


| month when dealers clear out their old 


stock, sales jumped 59% from the previous 
year. U.S. revenues are expected to total 
US$1.4 billion, a 27% increase from last 


| year. Profits are not disclosed. 


Auto analysts say Hyundai Motor is 
making a fairly solid recovery in America, 
but nobody expects to see a spectacular 
market 


ing foreign car maker in the U.S., with an 
8.4% share. Even for Hyundai to achieve a 
penetration rate of 2% would be a Her- 
culean task because the U.S. car market is 
so much more competitive now than when 


| Hyundai Motor burst on the scene in 1986. 


Its experience holds lessons for the other 
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| Hyundai Motor reshapes its battered image in U.S. 


Hyundai moves beyond price advantage. 


South Korean automobile companies, Kia 
Motors and Daewoo Motor, which have 
ambitions to export to the U.S. First, qual- 
ity alone is not enough for success; the 
product must be marketed consistently. 
Second, don't expect miracles. They are 
more likely to happen in the booming 
Asian market than in the mature American 
one. 

Hyundai Motor has learned the hard 
way. It sold an astounding 264,282 cars in 
1987, only its second year in America. 
Reilly, one of the first 50 Hyundai dealers, 
remembers how customers lined up out- 
side his showroom in Fairfax, Virginia, 
waiting for him to open for business. They 
wanted a look at the Excel, the sub-com- 
pact that was Hyundai's first model to 
launch in the U.S. The car was — and still 
is — the cheapest in the market. But its 
reputation for poor quality soon overtook 
its price advantage. Its engine was slug- 
gish; the interior fit and finish were 
shoddy. In sum, it looked flimsy and per- 
formed likewise. 

Perennial labour strife at Hyundai's 
Ulsan plant had a lot to do with the poor 
quality and management's inability to im- 
prove the situation. In fact, the workforce 
distrusted management so much that the 
company resorted to flying workers to the 
U.S. and Canada to look at the cars that 
had fallen apart rather than return the cars 
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For 200 years, State 
Street Bank has been 
helping investors to grow 
and prosper. 

Today, customers all 
over the world depend on 
us for an unusual degree 
of professional attention 
and technological support. 

Servicing financial 
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international securities 
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investment goals without 
this kind of leadership 
and service? 
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Wellington 64-4-499-3898 
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ECONOMIC MONITOR: 


THAILAND 


Getting Warm 


tle blemishes can loom large. Such is the 


[ n a fundamentally sound economy, lit- 
case in Thailand, where a small and 


| probably temporary rise in the rate of in- 


flation has emerged as the darkest cloud 
on the immediate horizon. 

“The economy is picking up strongly ... 
and inflation is picking up as well,” says 
Bandid Nijathawon, deputy director of eco- 
nomic research at the Bank of Thailand, the 
central bank. 

Consumer prices rose 5.2% year-on-year 
in August. One factor behind the rise is the 
faster-than-expected growth in the eco- 
nomy; GDP is now tipped to expand by 
more than 8% in 1994 compared with 7.8% 
last year. The main culprit, however, is 
food prices, mostly of rice and some pro- 
cessed foods. The non-food price index 
rose only 3.8% year-on-year to July. “With 
food prices coming off, we expect that in- 
flation will average around 4.9% for all of 
1994,” says Scott Christensen, an economist 
at Jardine Fleming Thanakom. 

In early September, the Bank of Thai- 
land raised its discount rate by half a per- 
centage point to 9.5%, its first increase in 
12 months. Most economists feel the move 
was appropriate for the time being. An in- 
creasingly common view is that inflation is 
well under control. “Fears that Thailand’s 


| robustly expanding economy is overheat- 


ing are, simply, overheated,” stated a re- 
cent report by Lehman Brothers. 
One indication of the booming eco- 


| nomy can be found in the balance sheets of 


Thai banks. Outstanding loans in July were 


| up 24% over the year before, ahead of the 


central bank's 1994 lending-growth target 
for the year of 21%. Moreover, spending 
power will receive a boost once a Baht 32 
billion (US$1.3 billion) pay rise for civil 
servants takes effect on October 1. 
Another positive indicator was the cen- 
tral bank's mid-year survey of capacity uti- 
lisation. As prices tend to rise once facto- 
ries approach full capacity, utilisation rates 
are closely watched. The bank looked at 40 
different types of manufacturing and 
found the average level of capacity utilisa- 


| tion was 79%. Sectors at the top of the scale 


include cement, at above 9096, and auto 
production, around 80%. The survey sug- 


| gests "that the economy has more room to 


grow next year before utilisation rates 


| would reach near full-capacity levels," 


Christensen says. 

This is good news for foreign investors. 
Investment applications in the first six 
months more than doubled to Baht 277 bil- 
lion over the same period in 1993. Inves- 
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tors are showing most interest in plastics 
and paper, electronics, machinery and a 
variety of infrastructure-related projects. 
Propelled by an appreciating yen, Japanese 
firms are expected to make major new in- 
vestments in Thailand. 

Exports also showed surprising 
strength in the first half, rising 2276 over 
the same period in 1993 to Baht 518 billion. 
Powering the gains were plastics, metal 
products and electronic goods. The last 
group, which includes appliances, comput- 
ers and integrated circuits, now accounts 
for 24% of total annual exports. 

First-half imports rose 14% to Baht 633 
billion, with capital goods leading the way. 
Thanks to the export performance, how- 
ever, the trade deficit dropped to Baht 115 


Thailand's non-food 
prices remain steady 


Year-on-year % 






Non-food 
items 
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billion from Baht 136 billion during the 
same period in 1993. 

The current-account deficit, meanwhile, 
is forecast by Bangkok Bank to reach Baht 
203 billion this year, up from Baht 172 bil- 
lion last year. The bank, Thailand's largest, 
estimates the deficit will rise again to Baht 
217 billion in 1995, equivalent to 5.2% of 
GDP. 

Although Thais are relatively high sav- 
ers, the country's massive investment 
needs mean a substantial savings-invest- 
ment gap persists. Economists calculate 
that this gap is now equivalent to roughly 
6% of GDP. To fill it, Thailand depends on 
large inflows of foreign capital. The need 
to keep these flows coming will put a floor 
under domestic interest rates and leave the 
country vulnerable to shifts in liquidity. 

m Adam Schwarz 
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This year, six out of ten Indian 
homes will buy, and use, goods 
manufactured in a factory. 
Unremarkable in itself. Except that, on 
Indian scales, that amounts to 
95 million homes. And a staggering 
533 million consumers. Who 
collectively wield purchasing power 
that is the 5th largest in the world. 

In the market, this translates into 
absolute volumes that are often higher 
than most western countries. For 
example, the total market for 
detergents will soon exceed 2 million 
tons per annum. Not a single country 
in the world can match that kind of 
consumption. 


Rediscover India. 

India's middle class, over 
200 million at last count and growing 
by 20 million a year, is a key part of 
this force. But that represents just part 
of India's potential. There are also the 
huge, relatively untapped markets of 
rural India, where over 70% of India 
lives. But that's not the only reason you 
should come and invest in India. 

Not only has the ongoing 
liberalisation process in the country 
opened up new avenues, but the 
existing structures are well geared to 
cope. Through one of the most 
comprehensive trade and distribution 
networks in the region, products 
regularly reach the remotest villages, 
where rural households are buying 
them in increasing numbers. 


Fully equipped to do business. 
With all the skills, systems, and 

processes associated with a 

Western-style market, India offers 


INDIA 


enormous market potential. Business 
enterprises entering India are 
pleasantly surprised to find a 

working infrastructure. A huge banking 
network, a flourishing stockmarket, a 
complete communications and 
transportation network — all facilitate 
the conduct of business. 

Over the last 10 years, private 
consumption expenditure in India has 
been growing at an annual average of 
13%. This figure shows every sign of 
accelerating further. The world is 
already converging on this opportunity. 
Can you afford to miss out? 

For more information, call the 
nearest Indian Embassy or Consulate. 
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Fall and Rise 


Deals spotlight Malaysian magnate's changed fortunes 





By S. Jayasankaran in Kuala Lumpur 


n October 1987, Ahmad Sebi Bakar was 
! detained with 133 other Malaysians on 

national-security grounds under the In- 
ternal Security Act. His arrest sent shock 
waves through the media; Sebi, after all, 
was managing director of TV3, a television 
station then owned by the United Malays 
National Organisation (Umno), the nation's 
dominant political party. 

When three senior editors from TV3 
asked Prime Minister Datuk Seri Mahathir 
Mohamad why Sebi had been arrested, he 
told them: "I don't know. It was a police 
decision." Sebi served two months in 
prison. 

Seven years on, mystery still surrounds 

the former journalist. Now, however, the 
ex-detainee bears the prestigious title of 
"datuk" and is one of the hottest corporate 
barons in Kuala Lumpur. His listed flag- 
ship, Advance Synergy Bhd. (ASB), attracts 
huge investor interest despite the fact it 
made only M$6 million (US$2.3 million) in 
pre-tax profits for the year to September 
1993. Sebi holds about 2296 of the com- 
pany. Says Ang Kok Heng, research man- 
ager of TA Securities: "It's ideal for punt- 
ers with lots of liquidity. But whether it'll 
become a solid company is too early to 
say." 
ASB, with holdings in hotels, finance and 
timber, is capitalised at over M$1.5 billion. 
And at M$8.95 a share, it trades at an 
amazing price-earnings multiple of over 
270 times. Why? "People expect Ahmad 
Sebi to deliver,” explains a senior analyst 
in a foreign brokerage. 

He's certainly been trying. Within the 
last two months, Sebi has compounded the 
hype surrounding ASB by announcing a 
series of rapid-fire takeovers. Most re- 
cently, ASB said it would acquire up to 30% 
of Econstates, a listed property firm, in a 
share swap. 

Econstates is then expected to take up 
to 60% in Klang Multi Terminal, the con- 
sortium appointed to handle the M$1.6 bil- 
lion privatisation of West Port, located in 
the heart of the country's burgeoning in- 
dustrial area in central Selangor state. Capi- 
talised at M$180 million, the consortium 
includes state investment agencies and pri- 
vate companies controlled by the port's 
senior managers. 

The privatisation, Sebi's first, will stamp 
the man as having arrived. "This year is 
Ahmad Sebi's year," says the chief execu- 
tive of a listed property company. “Не is 
going to be the next billionaire." 
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Ahmad Sebi: takeover frenzy. 


The Econstates deal follows an an- 
nouncement in mid-September that Sebi 
would become chairman of Berjaya South, 
a listed textile company owned by mag- 
nate Tan Sri Vincent Tan, a business asso- 
ciate and long-time friend of Sebi. Accord- 
ing to a senior Berjaya executive, Sebi 
bought 7.5 million shares, or 25% of the 
company, at an average price of slightly 
more than M$12. 

He struck pay dirt when the shares 
leapt to M$24 in anticipation of the buyout. 
That’s not all. The company’s name has 
since been changed to Prime Utilities, and 
it is expected to take up a commanding 
stake in Indah Water Konsortium, which 
was awarded Malaysia’s M$6.3 billion na- 
tional sewerage project. 

Sebi in August announced plans to 
take over newly listed United Merchant 
Group (UMG), after UMG bought a 70% 
stake in Perdana Merchant Bankers and a 
41% share in Ban Hin Lee Bank, a com- 
mercial bank listed on the Kuala Lumpur 
Stock Exchange (KLSE). The takeover set a 
new record of sorts for the KLSE — the 
deal was announced one day after UMG 
listed. 

At the end of the complicated exercise, 
ASB will end up with 39.2% of the vastly 
bigger UMG. ASB will have to cough up at 
least M$309 million for the purchases, 
mainly through borrowings and new share 
offerings. Even so, Sebi will walk away 
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profitably. The average cost of his UMG 
shares worked out at M$3.20 each; the 
shares currently trade at M$7.45. 

Despite his previous contretemps with 
the government, analysts speculate that 
Sebi’s longstanding ties to several well- 
placed officials are finally paying off. 
Earlier in his journalism career, Sebi was 
appointed to senior editorial positions 
within the then Umno-controlled New 
Straits Times Press by former Finance 
Minister Tun Daim Zainuddin. Investors 
believe he maintains close ties to Daim, 
who is now an economic adviser to the 
government. 

In addition, Sebi and Deputy Prime 
Minister Datuk Seri Anwar Ibrahim 
attended the University of Malaya to- 
gether. Both were involved in student ac- 
tivism there. Today, many people chalk 
up Sebi’s arrest to a mistake. They note 
that two months after his release from 
jail, he received the "datuk" title from the 
Sultan of Kedah, Mahathir and Daim's 
home state. 

For his part, Sebi takes pride in the fact 
that he made it on his own, according to 
business associates. Indeed, he is said to be 
scornful of other businessmen who use 
connections — an irony of sorts, given that 
most people invest in his companies in the 
belief his own purported connections will 
be profitable. 

And there is no doubting Sebi's clout. 
A Berjaya executive says that when 
Berjaya wanted to sell its 20% stake in 
Perdana Merchant Bankers to ASB, it ap- 
plied to the central bank for permission 
and resigned itself to a lengthy wait. Ap- 
proval came back in less than 24 hours. 
Says the executive: "I've never seen any- 
thing like it." 

Sebi can be abrasive and blunt. In one 
memorable incident, he publicly chastised 
a senior and fairly respected director of 
Maika, the investment arm of the Malay- 
sian Indian Congress, a leading political 
party. Maika had been a substantial share- 
holder of Batu Lintang Rubber — the com- 
pany Sebi took over in 1991 and renamed 
ASB — and so sought board representation 
in ASB. 

Sebi refused, but Maika threatened him 
with legal action. At ASB's next general 
meeting, Sebi humiliated the director by 
asking shareholders whether they wanted 
Maika on the board. An eyewitness said he 
then advised the director to sell his ASB 
stock. Maika, apparently, did. 

But the private Sebi seems to have a 
soft side. He is considered a leading Malay 
poet and writer and has championed the 
cause of the oppressed in Bosnia by organ- 
ising and paying for a series of fund- 
raising concerts. And early this year, he set 
up a private college dedicated to educat- 
ing orphans. Says a journalist who has 
worked with him before: "He is a man of 
many faces." ы 
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unique coverage of the 
global and regional aspects 
of Asia... from within. 
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Seven Up 


F orget about 1997. Stop worrying about 
price-earnings multiples. For many 
fund managers in Hong Kong, the big con- 
cern lately has been HSI Services, a com- 
pany with six employees, four of them cleri- 
cal, tucked away in a corner office on the 
22nd floor of the Hang Seng Bank building. 

HSI picks the stocks that make up the 
Hang Seng Index — since 1969 the bench- 
mark for the Stock Exchange of Hong 
Kong. Because the performance of fund 
managers is measured against indices like 
the Hang Seng, any change in the 33-stock 
index commands their attention. 

"| don't think there are many index 
funds tracking the Hang Seng," says 
Joseph Tse, a fund manager for Fidelity 
Investments. But he adds: "People do be- 
cause they are afraid to deviate from the 
index too much. That could be costly." 

This year, a gaping hole opened in the 

Hang Seng when five members of the Jar- 
dine Matheson group said they were pull- 
ing out of the Hong Kong bourse rather 
than abide by its takeover rules. The move 
signalled the biggest Hang Seng reshuffle 
in years. Fund managers and punters be- 
gan speculating on replacements soon af- 
ter Jardine's plans became clear in March. 
"Most of the big guys were betting," says 
one investor. And getting it wrong. 

HSI Services wound up picking seven 
stocks, dropping two textile makers — Lai 
Sun Garment and Winsor Industrial Corp. 
— in addition to the Jardine five. Missing 
from the selection list were such favourites 
as conglomerate First Pacific, financial- 
services firm Guoco Group, and Hender- 
son Investment, the holding company of 
billionaire Lee Shau-kee. 

The impact of the decision was marked, 
particularly for First Pacific. After outper- 
forming the market for months, the com- 
pany tumbled more than 8%, losing 
HK$866 million (US$112 million) in mar- 
ket capitalisation. Meanwhile, six of the 
seven Hang Seng selections gained, with 
Johnson Electric Holdings, which makes 
tiny motors, jumping HK$2 to HK$22.50. 

Also gaining ground were China- 
backed conglomerate Guangdong Invest- 
ment, property counter Sino Land, hotel 
operator Shangri-La Asia, and publishers 
South China Morning Post (Holdings) and 
the Oriental Press Group. Only Amoy 
Properties lost ground. 

Although the impact on trading ebbed 
the next day, the new index is not popular. 
Some investment analysts accuse HSI Serv- 
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ices of a lack of imagination bordering on 
incompetence. The index now is smaller in 
terms of capitalisation, and some analysts 
had hoped HSI would compensate by in- 
creasing the number of stocks that com- 
prise it. "It's a bad trade,” says Timothy 
Moe, research director at Salomon Broth- 
ers Hong Kong. 

Analysts were also hoping for some- 
thing sexier — a new conglomerate per- 
haps. Particularly galling to many was that 
First Pacific, controlled by Indonesia's 
Salim group, was apparently rejected be- 
cause the stock exchange classified it as a 
financial counter. HSI presumably decided 
the weighting of finance stocks was heavy 
enough. However, the bulk of First Pacif- 
ic's earnings come from trading, property 
and telecoms — not its banking arm. 

“It's been left off on the wrong 
grounds," says John Godfray, an analyst at 


Биа to Rejection 





Source: Review Data 


Kleinwort Benson Research. 

Tony Chiu, manager of HSI Services, 
says he went by the book. They first found 
100 stocks with sufficient market capitali- 
sation and liquidity to merit selection. Then 
they picked 10 stocks based on sector, past 
performance and potential. After a review 
by independent advisers, four Hang Seng 
Bank officials picked the final seven. “Our 
position is neutral,” says Chiu. 

Analysts are befuddled by what they 
consider to be vague selection criteria. First 
Pacific executives are downright upset. 
With a spot on the index promising greater 
access to global capital, the selection pro- 
cess should have been more open, they say. 
“There isn’t a scorecard, so we don’t know 
where we failed,” says Derek Murphy, 
group vice-president. 

However, HSI Services reviews the in- 
dex quarterly. And market players will be 
watching the index makers closely. 

п Gary Silverman 
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Land and Sea 


j n a move to diversify his trucking busi- 
ness, Mirzan Mahathir, a son of Prime 
Minister Datuk Seri Mahathir Mohamad, 
is bidding to acquire 100% of Malaysia's 
second national shipping company, 
Perbadanan Nasional Shipping Line (PNSL). 
Mirzan’s Konsortium Perkapalan, a 
profitable land-transport company, has 
purchased a 60% stake in PNSL from state- 
owned conglomerate Perbadanan Nasional 
(Pernas) for more than M$200 million 
(US$80 million), says an executive familiar 
with the deal. Mirzan is also negotiating to 
buy the rest of PNSL, which is held by listed 
Malaysian Helicopter Services, an aviation 
company that controls Malaysia Airlines. 
The deal received government approval 





2 in early September, executives close to the 


purchases say. Pernas will be paid in new 
Konsortium shares; Mirzan will have a 
buyback option on the block, according to 
the executives. After the deal is completed, 
Konsortium will immediately apply to list 
on the Kuala Lumpur Stock Exchange, they 
add. Pernas will then gradually sell down 
its Perkapalan stake. 

Konsortium Perkapalan, in which Mir- 
zan holds close to 60%, is one of Malaysia's 
five licensed hauliers. The oligopoly situa- 
tion in a booming economy has ensured 
the company’s viability. But industry ob- 
servers say it nevertheless remains sensi- 
tive to competition. Says G. Durairaj, the 
editor of Straits Shipper: “Konsortium 
doesn’t have the back-up of warehousing 
and logistics like the other four haulage 
companies. It’s vulnerable.” 

PNSL would give Konsortium a steadier 
earnings base. Capitalised at M$50 million, 
PNSL has M$300 million in assets and is 
reasonably profitable. It made M$19.7 mil- 
lion in pre-tax profits in 1993, a 14% in- 
crease from the previous year. That could 
improve: Industry sources say PNSL is look- 
ing for new business from the national oil 
corporation, Petronas, which recently com- 
missioned five new tankers to transport liq- 
uefied natural gas (LNG). PNSL could possi- 
bly buy or manage the fleet for Petronas. 
Given Mirzan's pedigree, analysts expect 
PNSL to have a good chance of obtaining a 
slice of the hugely profitable LNG action. 

Mirzan, 36, is involved in a variety of 
businesses from the manufacture of optic- 
fibre cables апа stockbroking to consul- 
tancy and seminar organisation. He also 
has a stake in listed Dataprep Holdings, a 
computer hardware and service company. 

B S. Jayasankaran 
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& Public Finance Economist 


THE WORLD BANK, the leading multilat- 
eral lending agency in the field of global 
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Bank 25e" 
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vacancies for 
its Headquarters in Washing- 


ton, D. a USA i in these fieldls—women 
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Duties/ Responsibilities; The Public 


Administration Specialist will manage tasks in public 
administration, civil service reform and institutional develop- 
ment (issues include management of central government 
personnel, pay levels, incentive systems and decentraliza- 
tion). The Public Finance Economist manages tasks їп 
dgetary organization, public expenditure implementation 


and monitoring, etc. 


Requirements: Advanced degree in related disciplines with 
a minimum of five years of practical experience and strong 
core specialization in the respective fields. Proficiency in 
English and, preferably, a good knowledge of French. 
and benefits are internationally competitive. Confiden- 
ications (with detailed resume or vitae) 
be FAXED to: (202) 477-8834 or MAILED to: 
orid Recruitment 


PUBLIC, 


W Division, 
Room 0-4121, 1818 H Street, NW, Washington, 'DC 


20433, U.S.A. 


FROM NEW ZEALAND 
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water in the world. 
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Takashi Kohakura 
Japan 





Corporate Cowboy 





Japanese company president adopts Western 
wear — and ideas 





By Simon Elegant 


t first glance, it's clear that Takashi 
A Kohakura is not your average 

Japanese salaryman. His preferred 
officewear stands out from the mass of 
blue and grey suits that crowd Osaka's 
business district: tooled leather cowboy 
boots, a Texan string tie — and a belt with 
a five-inch-wide gun-metal buckle embla- 
zoned with the word "Texas." 

But Kohakura's eccentricity runs 
deeper than his choice of clothing. His 
views on that sacred Japanese cow — the 
employer-employee 
relationship — differ 
radically from his col- 
leagues'. "Most Japa- 
nese companies push 
the employee to work 
hard, meaning they 
have to spend a lot of 
wasted time at work," 
Kohakura says. "The 
most important thing 
in life is to enjoy your 
private life." And, 
he stresses, workers 
should have ample 
time to spend with 
family and friends. 

As president of 
Meditech  Interna- 
tional, an Osaka- 
based drug-research 
firm, Kohakura puts 
his money where his 
mouth is. Meditech’s 
40 employees operate on a "flexitime" 
system that sees them work, on average, 
only about 1,700 hours a year. That puts 
them on a par with German workers, who 
enjoy one of the shortest work weeks in 
the industrialised world. 

He asks his employees to be in the of- 
fice between 10:30 a.m. and 4:30 p.m; 
outside that core period, their time is their 
own. "Your workplace should be a Uto- 





Officewear of choice. 


94 





pia,” says Kohakura. That's why he chats 
with his workers, to learn what they want 
from their jobs. His motivation is also 
pragmatic: “If the employee enjoys the job, 
then he's going to perform," he says. "The 
happier he is, the more productive he is." 
The payback for Meditech is annual rev- 
enues of Y8 billion (US$80 million). 

Kohakura's attitude towards his em- 
ployees nurtures another benefit: They 
take their work home with them. “Flexi- 
time means that even when they are in 
the train, they are thinking about their 
work, even when they are in the bath or 
in bed,” he says, not- 
ing that his employ- 
ees often work at 
home and communi- 
cate with the office by 
computer. 

Kohakura, a mem- 
ber of the American 
Professional Rodeo 
Association, pins his 
choice of clothes and 
corporate philosophy 
on the same unlikely 
source: country and 
western music. His 
zest for this music led 
to his interest in all 
things American, he 
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says — including 
management tech- 
niques. Kohakura 


holds a doctorate in 
business administra- 
tion from Pacific 
Western University, a degree-by-mail 
school based in Los Angeles. 

His peers criticise the way he runs his 
business, Kohakura concedes. “Japan is a 
kingdom of conservatives,” he says, “and 
it is very difficult to break the weight of 
old custom and try new methods.” 

He feels he is injecting the American 
pioneering spirit into the Japanese phar- 
maceutical industry. Eight-year-old 
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Meditech, a so-called contract research 
organisation (CRO), is the only company 
of its kind in Japan. In Europe and the 
United States, large drug companies con- 
tract CROs to undertake parts of the lengthy 
testing process required before a drug can 
be approved for sale. But in Japan, fear of 
the unknown has kept CROs at bay. 

"| want competition; it would be good 
for us," Kohakura says. "But setting up a 
new company to do new things in Japan 
is very difficult because . . . good people 
don't want to leave jobs with large, pres- 
tigious companies to work for an un- 


known." 
K American way was through mu- 
sic. After World War II, as an or- 
phan he visited the homes of U.S. mili- 
tary personnel. "I listened at their houses 
to this very unique music — country and 
western songs — and then I began to be 
interested in all aspects of American cul- 
ture." He developed a love of baseball, 
too, and became a die-hard Brooklyn 
Dodgers fan, following them even after 
their move to Los Angeles. Mementoes 
from the Dodgers' teams — T-shirts, key 
rings, caps and jackets — bear testament 
to his zeal for the team. "I am crazy about 
American culture,” Kohakura says. 

He also boasts a dozen pairs of cow- 
boy boots, including one made of elephant 
skin and another of sharkskin. His enthu- 
siasm for American culture even extends 
to his home, which he is replacing with a 
prefabricated log cabin from Canada. “Just 
like the ones country and western singers 
live in," Kohakura says, producing a book 
showcasing country singers' homes. 

Asked if his penchant for Americana 
causes him any difficulties, Kohakura 
smiles. “Only with my own family. If I 
ask to meet my daughter in a public place 
like a train station, she is too embarrassed 
to be seen with me if I am wearing cow- 
boy boots and clothes." п 


ohakura's first brush with the 
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How to ensure your investments in Asia are built 


to stand the test of time. 


swa с E 


Malaysia's economy has grown by more than 8% p.a. 
for the past five years. Over the same period, cement con- 
sumption increased by 25076. By the end of the decade, 
cement consumption in Malaysia and the ASEAN region is 
expected to double again. 

А booming regional economy needs a continuous sup- 
ply of quality building materials. 

YTL, which provides over 20% of Malaysia's ready- 
mixed concrete, is now constructing a modern, fully integrated 
cement plant with an annual capacity of | million tons. 

Celebrated projects like the Kuala Lumpur Telecom- 
munications Tower, the tallest free standing structure in Asia, 


YTL Corporation Berhad, 55 Jalan Bukit Bintang 





and the Kuala Lumpur City Centre, Asia's largest real estate 
development, have already benefited from YTL's contributions. 

Since 1955, the YTL Group has been a leader in the 
development of the infrastructure so necessary for the con- 
tinued successful expansion of Malaysia's economy; in construc- 
tion contracting, property development, hotels and resorts, 
manufacturing and power generation. 

If you are looking to become a part of the region's 
solid future, talk to us. 


Working for the advancement m “æ m m 
of infrastructure since 1955 88 Em m а 


, 55100 Kuala Lumpur, Malaysia. Fax: 603-2421477 
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LETTERS 


All letters must include the writer's name and address and are subject to editing. 
Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503 1530. 





Youthful Aspirations 

As the article Uneasy Riders [Sept. 1] 
noted, young people have been racing 
motorbikes on Hanoi streets for two 
years. But the government's reform pro- 
gramme, doi moi, has been going on for 
10 years. Is it only recently that the situa- 
tion has become so uneasy for Vietnam- 
ese youth? 

The last two years have seen a series 
of drastic changes in Hanoi. Young work- 
ing people no longer sit and read by the 
side of the road while waiting for people 
to purchase their goods. Instead, they play 
hand-held computer games. The Honda 
Dream 2 motorbike, as Murray Hiebert 
points out, has enabled young people to 
ride around Hoan Kiem Lake at ridicu- 
lously dangerous speeds. 

In short, the young people you see to- 
day in Hanoi on weekends could be those 
in any other city in the world. But while 
large numbers of people were able to at- 
tend university for little or no charge be- 
fore the reforms, today some students pay 
upwards of US$60 (25% of annual earn- 
ings) a year just to attend classes. Surely 
this will ensure a growing elite and widen 


the gap between rich and poor. 

Now is the time for young people to 
have some meaningful input into the 
changes that are rapidly taking place. Oth- 
erwise, Vietnam is in great danger of find- 
ing itself with large numbers of young 
adults who lack motivation and interest 
in their country because they do not see 
in it any future for themselves. 

NGUYEN THI HA THO 
Kensington, Victoria 
Australia 


East of Eton 
Malay College’s brand of elitism is unique 
[In a Class of Its Own, Sept. 8]. It is an 
elitism based on merit, excellence and 
competitiveness uniquely Malay and Is- 
lamic. Anwar Ibrahim embodies the 
Malay College spirit and vision: global 
and yet uniquely Malay and local. 
Malay College was established to pro- 
duce duplicates of the colonial masters 
from the Malay ruling class. Anthony 
Burgess of The Malayan Trilogy fame was 
once a teacher there. It was reported that 
he revisited his old setting to make a video 
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documentary. Its title was The One Project 
That We Failed. 
ESHAM SALAM 
Kuala Lumpur 





Democracy, Anyone? 

Morgan Chua's September 22 cartoon [In 
Other Words] depicting Prime Minister 
Julius Chan of Papua New Guinea in a 
loincloth and holding a spear betrays ig- 
norance if not prejudice. Chan is a sophis- 

ticated man and an astute politician. 
Papua New Guinea is far more ad- 
vanced along the democratic road than 
any country in Asia. Its parliamentarians 
debate robustly, but not in the uncivilised 
way of their counterparts in Taiwan or 
Japan. The country has an independent 
judiciary which, with the possible excep- 
tion of India's, is something other Asian 
countries can only dream of. It is multi- 
cultural, and far less racist and more fair 
than other countries. Most of Asia, of 
course, is technologically more advanced. 
But would any Asian political leader dare 

try Papua New Guinea democracy? 
ADRIAN CHAN 
The University of New South Wales 
Sydney 





Press Threats 

The scale of murder in Cambodia never 
loses its power to shock. Your August 18 
report, Murder With Impunity, details the 
government's decision to deny well-docu- 
mented reports of human-rights abuses 
by the army. Let me remind REVIEW read- 
ers of other recent manifestations of the 
suppression of freedom of expression in 
Cambodia. 

On September 6, two assailants shot 
and killed Nuon Chan, the editor of the 
Voice of Khmer Youth. His news coverage 
of army corruption had attracted much 
attention; following it, he received death 
threats. In a similar incident on June 10, 
the editor of Antarakum, Tou Chom 
Mongkol, was found murdered in Phnom 
Penh. 

CATHERINE DRUCKER 
Campaigns Co-ordinator 
ARTICLE 19 

London 
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EDITORIAL 





Feeding Frenzy 


Despite scare headlines, the world is eating better than ever 









"The period when the number of men surpass their | world grain production is declining because it already 
means of subsistence has long since arrived." | enjoys a surplus. But in the undeveloped world, grain 

— Thomas Malthus, 1798. | production is growing at a rate of 4.4% a year, more than 
twice the rate of its population growth. 

"The battle to feed all of humanity is over. In the 1970s, In short, the world is in no danger of running out of 
the world will undergo famines — hundreds of millions of | food so long as governments let farmers produce. A quick 
people are going to starve to death." glance at our nearby chart shows that contrary to the 

— Paul Ehrlich, 1968. | doomsayers, the market works: Food is getting cheaper 
while food per head is becoming more abundant. China's 
"Suddenly, China is losing the capacity to feed itself." | history is a good case in point: When Beijing dictated 

— Lester Brown, 1994. | policy, people starved, but when it moved to open up 
markets Chinese soon found themselves fed. If there is a 
How do you explain the popularity | scandal in agriculture, it is the billions governments in 
of Thomas Malthus? When in 1798 | America and Europe pay some farmers not to cultivate 
Malthus released his essay on popu- | their lands while paying others to produce crop surpluses 
lation, the world, he thought, had | that undercut Third World producers. 
already reached the capacity to feed Certainly, in a world where many still go hungry at 
itself. In the 200 years since, of night there is much to be done on food issues. But instead 
course, the world's population has | of looking for ways to reduce the number of Asians seek- 
increased more than sixfold, yet the | ing to take their place at the banquet table, we should 
amount and quality of food per per- | look for ways to eliminate the many perverse policies that 
son has increased even faster. | get in the way of laying out a bigger and better spread. 

Yet Malthusian cries of Starvation | And all the evidence suggests that Adam Smith will prove 
Just Around The Corner are back | a much more gracious host than Thomas Malthus. н 
with a vengeance. Take Lester Brown. Long predicting 
crises that have never quite materialised, Mr. Brown has 


now captured headlines for what may be his most daring Broken Down 


scenario yet: a booming China unable to feed itself. 

In a recent article put out by his Worldwatch group, Japan reaches deal with Uncle Sam 
Mr. Brown concedes that incomes in China are rising at a 
record rate, that ordinary Chinese today are consuming W hy is it that trade deals between the United States 


















































more chicken and eggs than ever, and that “rare luxuries” and Japan usually make us more nervous than 
such as pork have become commonplace. This, oddly, is trade frictions? Now we would be the last folks 
precisely what worries Mr. Brown. Thus does he predict | to pretend that Japan's economy is as open as it ought to 









for China an "inevitable collision between be. But what worries us about deals like 
expanding human demand for food and Food for Thought the new Tokyo-Washington agreement on 
the limits of some of the earth’s most ba- government procurement, insurance and 






sic natural systems.” More food, lower prices 
Now, there are two broad points worth M 1970-100 

keeping in mind when we hear such dire 

predictions. To begin with, agriculture is 130 
a market like any other in its response to 445 
incentives, and the more open that mar- 
ket, the faster and better it will respond. 
Second, Mr. Brown has made these pre- 70 
dictions in the past, and they haven't 
panned out because agriculture is not the 
irrational market Mr. Brown presumably 30 
thinks it is. Dennis Avery, director of the 


flat glass is that the kind of verification 
they require suggests more rather than less 
bureaucratic control. 

Within Japan a painful, prolonged re- 
cession is already throwing the many in- 
efficiencies of Japan, Inc. into stark relief. 
But looking for answers from the bureau- 
crats and politicians who created these in- 
efficiencies in the first place gets the whole 
equation backwards. We don't know how 
many American spare auto-parts or in- 
surance policies the Japanese should buy. 
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Hudson Institute's Center for Global Food Su THO Wore ark Петар But neither does Washington. And we'd 
Issues, notes that Mr. Brown's "grain : all sleep much better if it stopped sending 
shortage" does not exist. In the developed negotiators who think they do. B 






OCTOBER 13, 1994 FAR EASTERN ECONOMIC REVIEW 5 





Without question, 


"Time I value above all things. 


diary five years in 
advance. 

Yet Dame Kiri 
remains her usual 
straightforward and 
uncompromising self. 
“To arrive early is 
unfortunate, but to 
be late is the rudest 
thing imaginable,’ 
she insists. 

Then, relenting, 
she smiles and she 
adds "sometimes I 
do not know whether 


I organise time, or 


. . s . ” 
her career has been It just gets more and more precious. time organises me. 


triumphantly consistent over the years. 
Yet Dame Kiri Te Kanawa readily admits 
that one thing has changed: her attitude 
to time. 

"It is so beautifully expressed in Der 
Rosenkavalier,” she says, translating the 
part of The Marschallin from memory; 

"I go through the house in the middle of 
the night, and I hear the ticking of the 
clocks. I cannot stop them; I cannot turn 
them back. It is like the snow falling.’ 

Dame Kiri may well feel that time 
has speeded up year by year until 
January to January now flies. 


Her punishing schedule fills her 





One thing, however, remains clear. 
As a family woman, she finds that time 
is most precious to her — "when I'm 
leaving, when I have to say goodbye; 
that's the hardest part of all." 

For seventeen years Dame Kiri has 
worn a Rolex and insists that she would 
never ever be without it. 

Of her treasured gold Lady Datejust 
Chronometer with its diamond bezel she 
says "it is very beautiful, very elegant, 
quite wonderful.’ It is gratifying indeed 
to hear that in an ever accelerating 


W 


ROLEX 


of Geneva 


world, certain things at least 


5 ue 


remain constant. 


The Rolex Lady Datejust Chronometer in l8ct. gold with The President bracelet. Bezel and dial set with diamonds. 
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- correspondent Gordon Fairclough 
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Thailand, which has adopted policies 
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Philippines and Indonesia have taken 
different routes — with less positive 
results. Page 58. 
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Mercedes Benz S 500L Polar White And BMW 850 Ci Orient Blue 
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CARS 
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FINEST 
DUTY FREE 


For The World's Finest. 


Dubai Duty Free, pioneers of the luxury car 
promotion, now in its fifth year, offer you a 
choice. Tickets may be purchased for one or 
both cars. 


For each car, tickets are priced at Dhs 500/ 

US 139 and limited to 1000 bonafide travellers 
either departing or transiting through Dubai 
International Airport. 


advised. 


The cars will be shipped to the winners’ 
address free of charge. 


oan 


For further information please call Dubai (9714) 206-2433 or Fax (9714) 244 455 
CONGRATULATIONS! 


DUBAI DUTY FREE'S FINEST SURPRISE WINNERS 
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In Other Words 


* | wanted the money to go 
to Koh Samui. " 
German tourist Christian Stielvogel, on 


why he robbed a Thai bank. Koh Samui 
is a Thai resort island. 





" Frankly, they have no impact i m. c TES 
on our policy-making. ” Seo 4 mm 


A senior bureaucrat in Tokyo, on reports 
by Japanese think-tanks. 


“Why stir up mischief by the 
smuggling-in of Bibles and of 
other Christian books? ” 


A NEWS ITEM: THAILAND'S ‘MR. CLEAN,’ CHAMLONG SRIMUANG, RESUMES FORMAL 
The Archbishop of Canterbury, George LEADERSHIP OF HIS PALANG DHARMA COALITION PARTY. 
Carey, on missionaries who smuggle 


Bibles into China. 











“ То accuse the dead because they can’t 
answer back is against the Japanese spirit. ” 


“I've come a long way, and there China Airlines spokesman Lodge Lo, refuting claims by a 
were times | was tempted to quit. But my Japanese survivor of an April aircrash that the captain had 
father told me that if | was going to quit been drinking during the flight. The Nagoya crash killed 

А z 264 people. 
what did 1 come here for? ” "P 


Sentoryu, the first sumo wrestler from the continental 
United States to be elevated to the sport's 


ed t “ Whoever winds up here is finished. ” 
second-highest division. 


A heroin addict on Kuala Lumpur's "death lane," 
a hangout for roughly 1,700 of Malaysia's 
estimated 176,000 addicts. 





“ Compassion need not be costly. " 


Morton Beiser, author of a report showing that 
Southeast Asian boat people who settled in 
Canada contribute to the common good. 


" | didn't want men picking me. I 
wanted to do the picking. ” 


Newly-wed Shu Yan, 24, who met her husband 
through a Beijing lonely-hearts radio show. 


“It may offend and shock people, 
but the intention behind the 
message is good. ” 
Malaysian Transport Minister Ling Liong Sik, on 
a new series of government advertisements 


against drunk driving. The series will feature 
traumatic images from real accidents. 


Please share quotes you see: REVIEW, GPO Box 160, Hong Kong, or fax (852) 503 1530. 











NEWS ITEM: FIDEL RAMOS’ ADMINISTRATION TRIES TO QUASH JAI-ALAI 
BETTING IN MANILA. IT WILL OFFER A STATE-RUN LOTTERY. Benjamin Lontoc/ TODAY 
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INTELLIGENCE 





Final Straw 


The last straw for People's Liberation 
Army Lieut. Tian Mingjian, who went on 
a shooting spree last month outside Bei- 
jing’s main diplomatic compound, came 
when he was informed that he was to be 
demobilised after 14 years of service. That 
was only a year before he would have 
become eligible to shift the household reg- 
istrations of his wife and children from 
his home province of Anhui to Beijing. 
Two days later, Tian went on his ram- 
page. The death toll arising from it now 
stands at some 30 people. 


Capital Offensive 


Taiwan's main opposition group, the 
Democratic Progressive Party, plans to 
open an office in Washington in the next 
three to six months, and will eventually 
open offices in countries such as Malay- 
sia and Indonesia as well as in Europe. 
According to the director of the party's 
foreign-affairs department, Yang May- 
sing, the idea of an office in the American 
capital came from Nat Bellochi, head of 
the Washington office of the American In- 
stitute in Taiwan. This body handles the 
interests of the United States in Taiwan. 
Yang says her party wants to follow in 
the footsteps of the African National Con- 
gress and the Dalai Lama's Tibetan gov- 
ernment-in-exile, both of which projected 
their views onto the world stage by set- 
ting up offices in many countries. 


Private Preference 


The Japanese Government claims that 
it has never tried to persuade private com- 
panies to give preference to American 
products when making procurement de- 
cisions. But some private firms apparently 
don't need persuading. Among these is a 
major Tokyo-based heavy-electrical com- 
pany, known for its prowess in the semi- 
conductor business and in nuclear power. 
It has issued forms to its procurement 
departments that include a special box to 
be ticked whenever an item is ordered 
from a U.S. supplier. The forms include 
no boxes for goods ordered in Japan or 
from any other foreign country. 


Role Approval 


Thailand's military establishment is 
said to be happy with the way the Bur- 
mese military is evolving an Indonesian- 
style role for itself in government. Bur- 
ma's ruling State Law and Order Resto- 
ration Council is modelling a new consti- 
tution that bears a resemblance to the sys- 
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tem in Indonesia, where the military plays 
a significant role in political affairs. Un- 
der the new constitution, Burma's presi- 
dent must have military experience, and 
a quarter of the seats in a new national 
assembly will be reserved for the mili- 
tary. The feeling in Thai military circles is 
that if implemented, the new charter will 
allow a gradual transition to democracy. 


Poll Positioning 

South Korean President Kim Young 
Sam plans to reshuffle his cabinet and 
change some of his senior aides in De- 
cember. The move will aim to give his 
government a face-lift as it prepares for 
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Kim worries about image. 


South Korea's first local elections, to be 
held next year. Among those likely to be 
affected are Park Kwan Yong, the presi- 
dent's chief of staff, who may be given an 
important cabinet post dealing with secu- 
rity issues or dialogue with North Korea. 


Accommodating Brown 


United States Commerce Secretary Ron 
Brown’s trip to China in August may have 
played well back home, but some of his 
fellow citizens abroad weren't so im- 
pressed. According to sources in Guang- 
dong province, the advance team that ar- 
ranged the commerce secretary's visit to 
a Procter & Gamble factory was "high- 
handed" and repeatedly changed the 
agenda. The team managed to persuade 
the factory, which normally operates 24 
hours a day, to close down the produc- 
tion line to allow Brown to have a photo- 
opportunity with the workers. The fac- 
tory was carefully selected as an example 
of successful U.S. businesses because its 
supplies are mainly from the U.S. and its 
sales are mainly overseas. But sources say 
Procter & Gamble was furious by the time 
the event was over and made clear it 
would not be so accommodating in the 
future, even for the White House. 
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REGIONAL BRIEFING 





INDONESIA 
Paper Relaunched 


Journalists from a popular 
tabloid banned during a 
government media 
crackdown in June have 
relaunched an old weekly. 
The relaunched Simponi, 
which hit the streets on 
October 4, looks just like the 
old DeTik, which until the 
June ban was Indonesia's 
most popular weekly. Eros 
Djarot, former chief editor of 
DeTik and now an adviser to 
Simponi, said earlier that the 
new weekly would have an 
initial print run of some 
150,000 copies. He said that 
while Simponi would be 
careful in light of government 
pressure on the media, it 
would not ignore political 
issues. 


MALAYSIA 
Conditions for Israel 


Malaysia will recognise Israel 
only after Tel Aviv fulfils all 
obligations under peace pacts 
currently being negotiated 
with its Arab neighbours. 
Speaking in Jordan, Malaysian 
Prime Minister Datuk Seri 
Mahathir Mohamad said that 
recognition would be 
conditional upon the 
Palestinians and Arab 
countries “being satisfied” 
with the implementation of 
their peace agreements with 
Tel Aviv. Israel has been 
sending out feelers to Kuala 
Lumpur since the beginning 
of the year regarding the 
establishment of diplomatic 
relations. 


THAILAND 
UN Concern 


The UN's special 
representative for human 
rights in Cambodia has 
expressed concern about the 
continued detention of 12 
suspects, including nine Thai 
nationals, arrested by the 
Cambodian authorities after a 
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What's in a name? 


failed coup attempt in Phnom 
Penh in July. In an August 30 
letter to the Cambodian 
foreign minister, the contents 
of which were released by the 
Thai Foreign Ministry, 
representative Michael Kirby 
expressed concern about the 
conditions under which the 
suspects are being held, 
saying they were allowed 
only limited access to legal 
counsel and to their families. 


UNITED STATES 


Indian General Visits 


Gen. B. C. Joshi, India's chief 
of army staff, met his U.S. 
counterpart, Gen. John 
Shalikashvili, in Washington 
at the end of September. The 
visit is one in a series of high- 
level exchanges that have 
followed the meeting between 
President Bill Clinton and 
Prime Minister P. V. 
Narasimha Rao in 
Washington in May. 


Palau Independent 


The Republic of Palau, an 
island in the South Pacific, 
ended its status as a trust 
territory of the U.S. on 
October 1. Palau became 
"independent" from the U.S. 
under an agreement that 
changes the trustee 
relationship forged after 
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World War II. In July, the 
people of Palau voted to 
enter into a compact of free 
association with the U.S. 
Under the compact, Palau is 
self-governing and 
independent, with the U.S. 
retaining responsibility for 
external defence. 


INDIA 


Kashmiris Released 


New Delhi ordered the 
release of Syed Ali Shah 
Gilani and Abdul Ghani 
Lone, two leaders of 
Kashmir's pro-independence 
АП Party Hurriyat 
Conference. The two were 
detained without trial under 
an anti-terrorist law last 
October. Their release 
appears timed to pre-empt 
criticism during the current 
UN General Assembly 
session. 


South to Vote 


In an important electoral test 
for Prime Minister P. V. 
Narasimha Rao in his home 
ground of southern India, 
assembly elections will be 








Annual income of 
engineers in selected 
Asian countries 


US$ thousand 
60 


40 

30 

20 

Шаа 
0 B 


e 
HEELS SE 
$ 


Note: For workers with a university degree, 
at least 5 years of work experience 


Source: Union Bank of Switzerland 


FAR EASTERN ECONOMIC REVIEW 


аш+4ОналмО14п© SIMHVHI :OLOHd ONNI AVH/OIHdVHO M3IA3H 


held in two large states. 
Andhra Pradesh will vote on 
December 1 and 5, and 
Karnataka on November 26 
and December 1. A good 
result for the ruling Congress 
Party will boost Rao’s 
standing. Assembly elections 
will also be held in two small 
states, Goa and Sikkim, on 
November 16. 


JAPAN 
Policy Panel 


Japan's Liberal Democratic 
Party (LDP) formed a 
committee to reshape the 
party's basic policies in the 
light of the post-Cold War 
era. Chaired by Masaharu 
Gotoda, a well-known dove, 
the committee was expected 
to recommend that the party 
abandon its commitment to 
revise the country's "peace 
constitution." The LDP has 
been formally committed to 
revising the constitution since 
its foundation in 1955. 


CHINA 
Vice-Premier in Israel 


Chinese Vice-Premier Zou 
Jiahua arrived in Tel Aviv for 
а four-day visit. Zou is the 
highest-ranking Chinese 
official to visit Israel since the 
two countries established 
diplomatic relations in 1992. 
The Israeli Foreign Ministry 
said Zou and his delegation 
would meet with Israeli 
economic and defence 
officials. 


Fake Soldiers 


Shanghai recently launched a 
crackdown on fake soldiers 
usurping army privileges, 
according to the official 
People's Liberation Daily. Raids 
netted 28 bogus military 
officers, two factories making 
fake military licence plates, 
266 counterfeit military 
certificates and 13 fake 
military enterprises making 
more than US$106 million, 
the paper said. 
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Gallucci (left) and North Korea's Kang Sok Ju; the Yongbyon nuclear facility. 
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Pay in Advance 


North Korea has raised new demands that threaten to scuttle 
the accord with the U.S. on nuclear safeguards. In the process, 
it's trying to drive a wedge between Washington and Seoul. 





By Nayan Chanda in Hong Kong 


arl Marx believed history repeats 
K itself, first as tragedy, second as 

farce. The third round of high-level 
talks between North Korea and the United 
States, which opened on October 5 in 
Geneva, have the makings of a tragic 
repetition of history. But with nuclear pro- 
liferation at stake, a new breakdown in 
the talks would be no joke. 

After a much-heralded "breakthrough" 
in August, North Korea has raised fresh 
demands and imposed new conditions for 
fulfilling its pledge to freeze and even- 
tually allow safeguards on its nuclear pro- 
gramme. It's a scenario that North Korea 
watchers have seen before: Pyongyang 
pulls back from the brink of confronta- 
tion in return for new concessions, then 
starts pressing forward again. 

North Korea's goal, analysts say, seems 
to be to squeeze as many concessions out 
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of the U.S. without playing its hand. 
Pyongyang's only cards are the mystery 
over whether it has developed nuclear 
weapons, and its potential to develop 
more. At the same time, the analysts say, 
Pyongyang is trying to use protracted 
negotiations to drive a wedge between the 
U.S. and South Korea. 

This time, North Korea has turned up 
the heat by privately informing Washing- 
ton that it would soon reload its five- 
megawatt nuclear reactor at Yongbyon, 
the REVIEW has learned. The plant has 
been idle since June, the same month that 
North Korea's late President Kim Il Sung 
pledged to former U.S. President Jimmy 
Carter that he would freeze nuclear activ- 
ity pending a negotiated settlement. North 
Korea claims it needs to refuel the reactor 
to heat homes around the Yongbyon area 
during the winter. In the absence of in- 
spections by the International Atomic 
Energy Agency, from which North Korea 
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has withdrawn, the reloading would open 
the door to the creation of more pluto- 
nium for bomb-making. 

As if Pyongyang's backtracking was 
not enough, the North Korean army has 
made the unusual move of contradicting 
its diplomats. In its first-ever statement 
on the nuclear issue, the army said on 
October 1 that it ^will never allow any 
attempt" to open the country's two nu- 
clear sites to special inspection by inter- 
national monitors. In contrast, the joint 
U.S.-North Korea statement issued on 
August 12 had said Pyongyang was pre- 
pared to remain a party to the nuclear 
Non-Proliferation Treaty and "to allow 
implementation of its safeguards," which 
include special inspections. 

Senior U.S. officials have tried publicly 
to keep alive the hope of reaching a set- 
tlement. But American diplomats are 
shaking their heads in despair following 
the failure of the latest round of talks, 
between U.S. Assistant Secretary of State 
Robert Gallucci and North Korean First 
Vice-Minister of Foreign Affairs Kang Sok 
Ju in Geneva on September 25-29. "There 
is no question that [the North Koreans] 
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have been backsliding, but we don't know 
why," says one administration source. 
This setback can only encourage critics 
of the Clinton administration, who have 
castigated its decision to offer Pyongyang 
rich diplomatic and economic rewards in 
return for vague promises on nuclear safe- 
guards. “North Korea has succeeded in 
parlaying its meagre and unproven nu- 
clear capability into diplomatic recogni- 
tion and two state-of-the-art power reac- 
tors," a Republican analyst noted acidly. 
The August 12 joint statement said that 
once North Korea receives assurances on 
the provision of safer nuclear plants and 
interim energy sources, it would "freeze 
construction of new reactors, forgo reproc- 
essing and seal" its reprocessing plant. But 
the second round of high-level talks in 
Geneva revealed that these commitments 
came with many catches. Gallucci de- 
scribed as “ludicrous” the North Korean 
demand that it should be paid US$2 bil- 
lion in compensation for giving up its old 
plutonium-producing reactors. This 
would be in addition to reactors worth 
US$4 billion and interim power-supply 
arrangements worth perhaps US$2 billion. 
Other new modifications demanded by 
Pyongyang include: 
> North Korea would agree to freeze its 
nuclear activity only on a step-by-step 
basis synchronised with actual U.S. de- 
livery of the reactors, an alternate power 
source and the setting up of diplomatic 
ties. 
> North Korea would implement safe- 
guards and open its hidden sites for in- 
spection only after the light-water reactor 
has been completed — a process expected 
to take six to 10 years. 
> After having said that it was up to the 
U.S. to decide who would supply the 
light-water reactor, North Korea now says 
it would not accept South Korean reac- 
tors. 
While some U.S. officials are intrigued 
by the North Korean tactics, independent 
analysts say Washington should have seen 
the rollback coming. Leonard Spector, a 
non-proliferation expert at the Carnegie 
Endowment for International Peace, 
quips: “It looks like the usual situation in 
the fall. We have talks that go sour at 
about this time, then the crisis builds, then 
just when the sanctions are about to be 
imposed in late winter or early spring, 
they find some new way to back off. We 
have done that for three years now." 
Larry Niksch, a Korea specialist at the 
Congressional Research Service, says the 
administration's puzzlement "raises a 
serious question as to whether the people 
in the State Department who are conduct- 
ing the negotiations as well as those in 
the White House who are sitting over our 
policy really have a correct understand- 
ing of how the North Koreans conduct 
diplomacy." 
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Pyongyang, he says, considers the 
"breaking of an agreement to be as legiti- 
mate a negotiating tool as signing one." 
Adds Selig Harrison, a North Korea ex- 
pert at the Carnegie Endowment: "The 
problem is that the North Koreans want 
payment as you go, and they aren't going 
to come forth with desired concessions 
unless they get something at the same 
time." 

But even if Washington were willing to 
pay in advance for North Korean conces- 
sions, it wouldn't necessarily be able to. 
The U.S. would be barred by its own law 
from taking part in a consortium to pro- 
vide a light-water reactor to North Korea 
unless it is in full compliance with inter- 
national safeguards. Pyongyang's position 
is that the reactor would have to be deliv- 
ered first, meaning no inspections for six 
to 10 years — plenty of time to reprocess 
more weapons-grade plutonium. 

Preventing inspections is Pyongyang's 





Nuclear-talks disappointment: South Koreans 
urge dialogue, but the North is backtracking. 


only card, says former Bush administra- 
tion official Robert Manning. "If they hold 
back the waste sites till a later phase in 
the process, it allows them something to 
negotiate with." A U.S. official concurs: 
"If you have only one ace, you would like 
to find out the maximum value you can 
get for it.” Pyongyang wants to win as 
many political and economic concessions 
as possible before lifting the veil of mys- 
tery from its nuclear programme. 

The North Koreans would also like to 
drive a wedge between the U.S. and South 
Korea, the U.S. official says. From that 
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point of view, the longer their dialogue 
continues with the U.S., the better. 

The U.S.-North Korea talks indeed 
have begun to produce friction between 
Washington and Seoul. The U.S. plan to 
hold technical-level talks with North Ko- 
rea in Berlin and Pyongyang was held up 
for two days because of Seoul's objection 
to Berlin as a site. South Korea apparently 
feared that North Korea chose that loca- 
tion to seek a deal with Siemens of Ger- 
many for a light-water reactor. 


he Carnegie Endowment's Harrison 
interviewed Kim Il Sung shortly 


before his death and maintains 
regular contact with North Korean offi- 
cials. He says the North Koreans had of- 
fered to give up the spent fuel rods re- 
moved earlier this year from Yongbyon, 
rods that could be reprocessed into weap- 
ons-grade plutonium. Their price was the 
establishment of a U.S. diplomatic liaison 
х Office in Pyongyang. "I believe they 
have in fact told Gallucci that they 
would be willing to have the fuel 
rods shipped out of the country if 
the liaison office could be set up 
right away," he says. "We don't 
want to because the South Koreans 
don't want us to." 

Harrison says Washington 
shouldn't let Seoul lead it by the 
nose. "The U.S. has to reassure 
South Korea that it would continue 
the Mutual Security Treaty and it 
will maintain forces in South Ko- 
rea, including some ground forces, 
indefinitely. But beyond that, to let 
South Korea tell us whether we can 
open a liaison office at any given 
time is quite inappropriate." There 
is fear that unless the rods are re- 
moved, Pyongyang will go ahead 
with reprocessing, citing the dan- 
ger of radioactivity if the rods cor- 
rode in the cooling tank. 

Even if the North Koreans had 
not raised new obstacles, analysts 
in Washington point out, the ad- 
ministration's efforts to essentially 
buy off the North Korean nuclear 
programme are likely to face op- 
position from Congress — espe- 
cially if the Republicans seize con- 
trol of the Senate in the mid-term elec- 
tions in November. 

A Democratic Congressional specialist 
on the nuclear issue says, "The whole 
notion of having to purchase compliance 
is an unsettling one with profound global 
ramifications for all of the non-prolifera- 
tion regime." But the specialist sees no 
other solution, such as military interven- 
tion: "I don't think anybody wants to get 
involved in that. Here we are struggling 
with the problem of Haiti. There is no 
question of going for a raging Korean 
war." m 
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HONG KONG 


Man in the Middle 


Patten edges towards conciliation with Beijing 





By Jonathan Karp in Hong Kong 


he glacial progress of Sino-British 

| discourse has left Hong Kong with 

a backlog of problems as large as 

an unfinished airport and as small as 

untranslated laws. So much left to do be- 

fore the handover to China; so little time 

to do it. Governor Chris Patten may find 

his final 1,000 days at Hong Kong's helm 
pass much faster than his first 700. 

To finesse a smooth transition to Chi- 
nese rule on July 1, 1997, Patten knows the 
substantive details must be hammered out 
by 1996, when yet a new level of transi- 
tion bureaucracy is to be created by China. 
"| think we can still, as it were, rescue that 
hour from the raging arguments," he told 
the REVIEW on the eve of an October 5 
policy address. "I hope we can." 

In his third annual speech to the colo- 
nial legislature, the governor was plainly 
seeking to demonstrate that he would “ро 
the extra mile," as he had put it earlier, in 
trying to mend relations with Beijing. Pat- 
ten stressed the need for 
practical steps to jump-start 
the dialogue at all levels and 
to rebuild relations with 
China, which have been al- 





Patten: emphasis on cooperation. 


as a whole. “I do not believe it would be 
right for Hong Kong civil servants to at- 
tend formal meetings" of the PWC, he said. 

In seeking new cooperation with China, 
Patten is fixing his sights on the Chinese- 


The China Prism 
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led Preparatory Committee that will be- 
gin work in 1996. "We're not talking about 
handing over a baton in 1997. We're talk- 
ing about handing over the government 
of a bustling, thriving community," Pat- 
ten said before the speech. He added: "It 
would be extraordinary if we took the view 
that we make all the decisions . . . until 
June 30 [1997] and then as the last chords 
of Elgar fade, [the Chinese] are in charge 
and make all the decisions." 

Patten spent much of his speech, of 
course, dealing with nuts and bolts issues. 
Social issues such as care for the elderly, 
the sick and disabled and the provision 
of decent housing and education featured 
prominently in the governor's agenda. 
Patten said the elderly were at the top of 
his government's social priorities and that 
this year it would spend HK$6.8 billion 
(US$871 million) on them. On education, 
he said recurrent expenditure this year 
would be almost HK$24 billion, and 
would rise by 4.5% next year. 

Ironically, even this apparently blame- 
less aspect of the governor's plans drew 
Chinese criticism. A senior Beijing offi- 
cial, Wang Fengchao, deputy director of 
China's Hong Kong and Macau Affairs 
Office, was quoted in a Hong Kong news- 
paper as complaining that excessive 
welfarism would pose a huge financial 
burden on post-1997 Hong Kong. и 


China's emergence as а great 
power through a prism of 
how it handles Hong Kong. 


most unceasingly acrimoni- 
ous since his appointment. 
Now that his political re- 
forms to broaden Hong 
Kong's electorate have been 
passed and partially imple- 
mented — and condemned 
by Beijing to extinction when 
China resumes sovereignty 
— Patten placed emphasis on 
maintaining stability in the 
senior ranks of the civil ser- 
vice through the handover. 
As expected, he author- 
ised informal contacts be- 
tween civil servants and 
members of the so-called Pre- 
liminary Working Commit- 
tee (PWC), a Beijing-appoint- 
ed advisory group of Chinese 
and Hong Kong figures that 
the Hong Kong Government 
has refused to recognise 
fully. Patten proposed that 
PWC members could join the 
expert teams working with 
the Joint Liaison Group, the 
Sino-British body that over- 
sees transition issues. But he 
also made clear that he 
wouldn't recognise the PWC 
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Hong Kong Governor Chris 
Patten has 1,000 days until 
China assumes sovereignty over 
the British colony. He discussed 
his new conciliatory approach 
towards Beijing and his hopes 
for a smooth transition in 1997 
with Dow Jones & Co. Vice- 
President/International Karen 
Elliott House, REVIEW Editor & 
Publisher L. Gordon Crovitz, 
Senior Editor William McGurn 
and Correspondent Jonathan 
Karp. Here are excerpts: 


China's likely reaction to 
Patten's proposals 

I may not be the flavour 
of the month, but I think the 
Chinese realise that part of 
reality is that, God willing, I 
am here until June 30 in three 
years' time. The closer we get 
to 1997, the more they will 
be faced with the practical 
questions of how to make a 
success of the transition. Fail- 
ure to reach agreements be- 
comes manifestly more a 


problem for the incoming 
Special Administrative Re- 
gion government and for 
China the closer we get to 
June 30, 1997. 


China's threat to scrap Hong 
Kong's government bodies 

I don't deny that they, as 
sovereign, can change it if 
they want, but they'll have 
to explain that to the hun- 
dreds of thousands of peo- 
ple in Hong Kong who will 
have taken part in elections 
in a calm, sensible and com- 
petent way. I hope the natu- 
ral momentum of the deve- 
lopment of civic conscious- 
ness and the creation of the 
institutions of civil society in 
Hong Kong will convince the 
leadership in due course 
[that] it doesn't need to 
throw everything out of the 
window. Quite apart from 
the views in Hong Kong, I'm 
sure that the rest of the world 
is going to a degree to see 
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Corruption as a threat to 
Hong Kong 

I do worry a bit that some 
businessmen seem to think 
that, okay, you can let things 
fray a bit at the edges, but 
basically it will be all right. I 
think that once you start to 
unpick the rule of law and 
all the things that are as- 
sociated with it, you start to 
find that the jumper is turn- 
ing rapidly into a ball of 
wool. 


On reports that China is set- 
ting up a Communist Party 
structure to oversee Hong 
Kong 

I'm no expert on Leninist 
business management. It 
may be that party cadres will 
want to have an organ 
which watches what's hap- 
pening in Hong Kong. I sim- 
ply don't know. It's not part 
of the government of Hong 
Kong. п 
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To Fight Another Day 


U.S.-Japan ties survive yet another trade clash 





By Nigel Holloway in Washington and 
Charles Smith in Tokyo 


fter 15 months of diplomacy cap- 
A ped by 20 straight hours of hard 

bargaining, the United States and 
Japan were able to announce on October 
1 that there would be no trade war be- 
tween them. But the agreement was only 
partial and left the toughest nut — Ja- 
pan’s auto-parts market — still to be 
cracked. 

The sight of two prize fighters still 
standing after the full 15 rounds of jab 
and counter-punch raised an obvious 
question: Was it all worth the effort? The 
two teams of negotiators no doubt would 
say so, but they have a vested interest in 
putting a positive spin on 
events. Yet even some spec- 
tators were pleased. “What 
they’ve got, if followed up, 
could be very significant,” 
says trade hawk Clyde Presto- 
witz, president of the inde- 
pendent Economic Strategy 
Institute. 

In Japan, there was relief, 
but little surprise, at the out- 
come. The deal resolved dis- 
putes over window glass, gov- 
ernment procurement, insur- 
ance and the criteria on which 
Japan's progress in opening its 
markets may be judged. The 
business daily, Nihon Keizai 
Shimbun, welcomed the com- 
promise on government pro- 
curement, saying a breakdown 
in the talks could have pro- 
duced a "triple shock" in the equity, bond 
and foreign-exchange markets. 

The unresolved issue of access to the 
Japanese car market, however, remains the 
key source of friction. Japanese car sales 
in the U.S. dwarf American auto sales in 
Japan; the imbalance accounts for 60% of 
the total U.S. trade deficit with Japan. 

The U.S. decision to launch a year-long 
investigation (under Section 301 of its 1988 
trade law) of Japan's imports of auto parts 
nevertheless prompted an indignant re- 
action from Tokyo officials. Chief Cabi- 
net Secretary Kozo Igarashi described the 
decision, which carries a threat of sanc- 
tions if the investigation substantiates U.S. 
complaints, as "totally inconsistent with 
the objective of maintaining . . . free 
trade." Igarashi said he hoped the U.S. 
would "act in a sensible manner." Ryutaro 
Hashimoto, minister of international trade 
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No trade war: Hashimoto (righ 
Mickey Kantor in Washington. 


and industry, added that Japan reserved 
"all rights to take every measure if the 
U.S. takes unilateral action against us." 

There was something for both sides in 
the accord. Japan gained a set of agree- 
ments that made no mention of numeri- 
cal targets for the foreign share of its mar- 
kets in insurance and in government pur- 
chases of telecoms and medical equip- 
ment. Tokyo's Ministry of International 
Trade and Industry (Miti) had aimed to 
avoid at all costs a repetition of the cur- 
rent agreement on semiconductors, which, 
according to the U.S., stipulates that the 
foreign share of the Japanese chip market 
should not be less than 20%. 

At the same time, the U.S. could claim 
victory in deals that establish "objective 





В is 


criteria” by which to judge whether Ja- 
pan is living up to its promises to open 
the three markets on which agreement 
was reached. The multi-tiered formula 
used to evaluate whether there has been 
“a significant increase” in access of for- 
eign products and services is also likely 
to be applied to other areas where U.S.- 
Japan talks will take place. 

“Both sides are gradually beginning to 
learn to manage trade relations in a bet- 
ter way,” says Takakazu Kuriyama, Ja- 
pan’s ambassador to Washington. 

So far, so good. But it is at this point 
that the doubts begin. First, the deals will 
be evaluated for progress at the end of 
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20 Cars Hold the Key 
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t) with U.S. Trade Representative 


the first year, leaving open the possibility 
of disagreement on the significance of the 
increase, if any, in foreign shares of Ja- 
pan’s markets. U.S. trade hawks, who in- 
clude most congressmen, may never be 
satisfied on this score. 

Second, an agreement in principle to 
open the Japanese market for flat glass 
still needs to be nailed down within 30 
days. If there’s no deal, the U.S. may still 
apply sanctions. And then there’s the 
whole question of cars and car parts — 
markets which account for 60% of the 
US$61 billion trade imbalance that Wash- 
ington seeks to reduce. Here, the U.S. 
trade representative will launch a one- 
year investigation into sales of automo- 
tive parts in Japan, after which sanctions 
may follow. (The investigation relates to 
replacement parts, as opposed to original 
parts in new cars.) 

Undaunted by its task, the Clinton 
administration, meanwhile, intends to 
drive further down the road that opened 
up with the so-called framework agree- 
ment the two sides signed in July last year. 
According to Jeffrey Garten, un- 
dersecretary of commerce and 
leader of the U.S. team in the 
car negotiations, Washington 
will now add financial services 
(other than insurance) and 
wood to the list of talks under 
the framework, as well as in- 
tensifying its efforts on the auto 
market. 

In addition, he says, the U.S. 
intends to bolster its export- 
promotion efforts by scrutinis- 
ing Japanese rules that block 
U.S. sales of information-tech- 
nology products and contracts 
to supply goods and services 
paid for by official Japanese aid. 
“There'll be no let-up in talks 
on market access," says Garten, 
“but we hope we can leaven it 
with broader cooperation [with 
Japan] in other parts of the world." 

If the top negotiators are to be believed, 
broader U.S.-Japan ties have actually 
emerged stronger from all the wrangling. 
But there’s no doubt that, despite the lat- 
est compromise, the two sides remain 
deeply suspicious of each other on trade. 
The Nihon Keizai Shimbun, for example, 
complained that two senior members of 
the government — Foreign Affairs Min- 
ister Yohei Kono and Trade Minister 
Hashimoto — were forced to spend all 
night wrangling over fine differences of 
wording that would normally be left to 
bureaucrats. 

The paper suggested that the way talks 
were conducted showed a deep lack of 
trust at personal level. It added: “U.S. law- 
yers who know nothing about trade evi- 
dently couldn't hit it off with hard-headed 
Japanese bureaucrats.” = 
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RAISING ENVIRONMENTAL 
STANDARDS IS NOT PART OF 


OUR JOB. 


IT’S OUR WHOLE BUSINESS. 


At Waste Management 
International plc, we have only 
one business. The environment. 

Across the world, our people 


do just one thing. Make it 








Indonesia. Remediating 
contaminated land in Scotland, 
Finland and Singapore. 


Improving recycling 


techniques in Sweden and 





cleaner and safer. | 

We also put our money | 
where our business is. | 

So far, we've invested 
over £1 billion. Buying, 
building and upgrading | 
our plants and equipment, | 
enhancing our technology, 
training and re-training 
our staff. 

And whatever we do, 
wherever we do it, Waste 
Management International | з 
strives to до it better. 


Why? Because raising | 








use in France and Italy. 
Introducing more efficient 
household waste collection 
systems in Denmark and 
Australia. Helping companies 
to minimise waste generation 
in the United Kingdom. 
Cleaning the streets of 
Buenos Aires or cleaning up 
after rock concerts and major 
sporting events like the 


British Open Golf Champion- 










ship and the Winter 

| Olympics. Today, we 
provide a full range of 
environmental services 
for over six million 
households and almost 
170,000 businesses in 
nineteen countries 
worldwide. 

And thanks to 
the dedication of our 
16,400 employees, 
tailoring our world- 
class services to meet 


local needs is also 











standards is the key to our 
success. 

Whether it’s building the 
world’s most advanced 
chemical waste treatment 
centre for Hong Kong or 
opening the first industrial 


waste treatment facility in 








the Netherlands. Upgrading 
facilities to turn waste into 
power in Germany. 


Restoring landfills for leisure 





standard. 

For further information, 
please telephone Pacific Waste 
Management in Hong Kong 


on 852 827 1383. 
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S Japan’ 8 agreement to open. its markets 
. will make only a tiny dent in its huge 
_ trade surplus with the United States. 
Even if the U.S. grabbed a 1095 market 
|. share overnight in the areas covered 
< by the agreements — an impossible 
feat — American exports to Japan 
` would increase by roughly 0581 bil- 
^ ion, to US$49 billion a year. That's 
small beer compared with the record 
. US$61 billion trade deficit the U.S. ex- 

© pects to run with Japan in 1994. 
Some economists argue that the 
_ deficit has stuck between US$41 bil- 
. lion and US$61 billion since 1985 for 
“reasons that have nothing to do with 
| the U.S. push for greater access to 
Japan's markets. Japan, they say, | hasá 
` trade’ surplus with the U.S. for the same 





reasons it has a trade surplus with the. 


whole world. 


That huge surplus, about 065146. 


billion this year, the IMF estimates, is а: 
function of the fact that ordinary Japan 


ese save more than they spend, Thus: 
they provide the capital base ‘that || 
makes Japan a strong manufacturer | 





"and exporter, and have a small 


. tite for imports. The situation in hel 


S. is the exact opposite. — 
.. But the supporters of the Clint 
administration" 6 market-oriented 








` proach say this misses the point. Even | 


if Japan did correct its savings-invest- 


ment imbalance, the 175, would: still 
feel short-changed unless Tokyo did 
something to open its markets to 
foreign companies. This is particularly _ 


"so in the case of ће саг and car-parts 


` markets, which are expected to account. 
. for US$36.5 billion, or 60%, of the bi- 


lateral trade imbalance this year. 


Even if Japan caved. in to all the 


270.5, demands in these two markets, 
. nobody is suggesting that the deficit 


„ would suddenly halve. American | 
. automotive companies are already. 


working flat out to satisfy domestic 


. demand, and it would take years to — 


create distribution networks in the 
world's second-largest car market; in- 
еей, Japan is an area that U.S. firms 


have taken seriously only in the past 


. couple of years. 


But given the importance of the car. 


component in. the scheme of things, 
why didn't Presi 
` throw the book at. 
time? For one thing, e 
scare currency investo 



















rates just before the US. elections in 


November. - 


Instead, he chose a small aspect a 
japan’ 5 car market to show "that we — 


were serious,” says Jeffrey Garten, 
undersecretary of commerce and the 
leader of the U.S. side in the auto-trade ' 


talks. Clinton picked the market for 


replacement car parts for possible 
sanctions, because it was à "black-and- 
white case" of protectionism, says 
Garten. The U.S. share of this US$23 
billion market was only 1.2% in 1992. 

With agreements reached in insur- 
ance and in governmerit procurement, 
there's now even more heat on the 
negotiators to reach a solution to the 
impasse over cars and their compo- 
nents. 

Nobody in the Clinton administra- 
tion assumes U.S. car firms will be able 
to do in Japan what Japan's car com- 


; panies achieved in America. “But we're- 


going to compete with the Japanese i in 


f The Gap That Divides | : 


U.S.- Japan 
merchandise trade 
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Indonesia: and China,” Garten adds. 
And it’s not possible to do that if 
American car firms aren't in the Japan- 
ese market. "They have access to our 


s techniques and we won't have access- 
this to theirs,” says Garten. "]t's an issue - 
) а f global competitiveness : 5 
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CAMBODIA 


Hostile 
Home 


Vietnamese fear 
expulsion under new law 


| ву Nate Thayer i in Phnom Penh 


| onvoys of boats 10 kilometres long 
| wound downriver towards Viet- 


nam in March 1993, after Khmer 


| Rouge massacres spurred as many as 
; 30,000 ethnic Vietnamese to flee Cambo- 
| dia. It's a scene that could be repeated 


again, human-rights advocates fear, in 
what could be an epic exodus of Vietnam- 
ese from Cambodia. 

The concern centres on a Cambodian 
immigration law that authorises the ex- 
pulsion of all unwanted "foreigners." 
Given the history of ethnic hate in Cam- 
bodia, the law has evoked visions of the 
forced expulsion of tens of thousands of 
ethnic Vietnamese inhabitants. 

The measure, which was signed into 
law on September 22, is threatening to 
seriously damage the troubled relations 
between Cambodia and neighbouring 
Vietnam. Vietnamese Foreign Minister 
Nguyen Manh Cam, in a letter to his Cam- 
bodian counterpart, expressed "profound 
concern and worry" and warned that the 
law would "adversely affect the long- 
standing friendship between the peoples 
of the two countries." 

United Nations officials and human- 
rights advocates are alarmed because 
Cambodia has no nationality law to de- 
fine the criteria for citizenship, leaving 


| open the possibility that the immigration 
| law will be used to expel anyone who is 


not ethnic Khmer. "The main concern is 
the failure of the law to address the citi- 
zenship issue," says James Ross of the 
International Human Rights Law Group. 
"Without that, there is not a fair and legal 
way to define who is a Cambodian citi- 
zen." 

The Cambodian Government has res- 
ponded with assurances that the immi- 
gration law will not be enforced until the 
terms of its application are defined. In a 
letter to UN Secretary General Boutros 
Boutros-Ghali, Prime Minister Norodom 
Ranariddh added that Cambodia is not 
planning to unilaterally start mass expul- 


> | sions or forced internments. "Every mea- 
| sure concerning the application of this law 


. . will be the object of appropriate coor- 
dination with the concerned countries, 


_ | notably the Socialist Republic of Viet- 
U* nam,” 


Prince Ranariddh wrote. 
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But Ranariddh was quick to point out 
that the measure had been passed over- 
whelmingly by Cambodia’s sovereign 
National Assembly. In fact, only one 
deputy — an ethnic Cham — voted 
against it. 

The immense political and popular 
support for the law has done nothing to 
allay Hanoi's fears. “We are deeply con- 
cerned that the Vietnamese residents who 
are now living peacefully in Cambodia 
would be grouped in camps, purged, and 
expelled en masse,” Vietnam’s ambassa- 
dor to Phnom Penh, Tran Huy Chuong, 
said in an interview. 

Hanoi has reason to be concerned. Of- 
ficials from the UN High Commissioner 
for Refugees (UNHCR) say they have been 
approached by the Cambo- 
dian Government for as- 
sistance in setting up in- 
ternment camps. The 
agency, which has repeat- 
edly voiced concern over 
the immigration law, re- 
fused the request. 

Nobody knows exactly 
how many ethnic Vietnam- 
ese live in Cambodia, but 
independent estimates 
range from 200,000 to 
500,000. The Cambodian 
Interior Ministry in August 
gave a figure of 100,300, but 
most independent observ- 
ers believe the true figure is 
higher because there is lit- 
tle control over travel across 
the porous land border. 

Human-rights officials 
estimate that more than half of the eth- 
nic Vietnamese arrived after Vietnam’s 
1978 invasion of Cambodia, and say 
Phnom Penh has legitimate concerns 
about the legality of their residence. But 
the officials say that many of the others 
have lived in Cambodia for generations, 
speak fluent Khmer, and have little con- 
nection with Vietnam. Some possess 
Cambodian identity cards from the 1960s 
and before. 

The issue of Vietnamese residents in 
Cambodia has long been the focus of 
Khmer Rouge propaganda. The radical 
group contends more than 4 million Viet- 
namese secretly occupy Cambodia — dis- 
guised as workers, fishermen and farm- 
ers — as part of a plot by Hanoi to take 
over the country. 

No matter how incredible their claims, 
the Khmer Rouge are mining a rich vein 
of anti-Vietnamese racism in Cambodia. 
It's rooted in fear that Cambodia, with its 
population of just 9 million, will be swal- 
lowed up by Vietnam, which has 70 mil- 
lion inhabitants but not that much more 
arable land. History reinforces the fear: A 
large part of southern Vietnam, including 
the Mekong Delta and the site of Ho Chi 
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Minh City, was appropriated by the Viet- 
namese from the crumbling Khmer em- 
pire in the 18th and 19th centuries. 
Periodically, the racism has erupted 
into pogroms against Cambodia's Viet- 
namese inhabitants. Lon Nol's republican 
forces massacred thousands of Vietnam- 
ese civilians in the early 1970s, and ex- 
pelled thousands of others. When the 
Khmer Rouge took over in 1975, most of 
the remaining Vietnamese fled. The 
majority of those who remained were 
butchered. The Khmer Rouge pursued 
their ultra-nationalist agenda across the 
border, raiding Vietnamese villages and 
helping trigger the 1978 invasion that 
drove them from power. Since the 1991 
Cambodian peace treaty, Khmer Rouge 





Vietnamese at Tonle Sap Lake: worries about a new immigration law. 


guerrillas have killed scores of ethnic 
Vietnamese in attacks on fishing villages 
along Cambodia's Tonle Sap lake and 
Mekong River. 

Anti-Vietnamese sentiment remains so 
deeply rooted today that it is mainstream 
politics in Cambodia. One politician who 
campaigns on the issue is Son Sann, the 
dean of the members of Parliament and 
head of the mainstream Buddhist Liberal 
Democratic Party. "Everybody knows that 
the number of Vietnamese ethnics in Cam- 
bodia is constantly increasing . . . they are 
everywhere," he said in a recent open let- 
ter. "According to some sources, some 
Vietnamese commandos are already in the 
country or are ready to come into Cam- 
bodia to create unrest. 

“We Cambodians must understand 
that the continued fighting, insecurity and 
political instability in our country deter 
viable investments which will instead go 
to Vietnam,” Son Sann continued. Even 
the United States has a hand in the plot, 
he claimed: “By lifting the embargo on 
economic assistance to Vietnam, the U.S. 
will now help Vietnam to absorb Cambo- 
dia, which our neighbour didn’t succeed 
in doing by force of arms.” 
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Though other politicians may be less 
extreme than Son Sann, they share his 
conclusions about the need to expel the 
Vietnamese. “Do you think that the 
Vietnamese integrate into Cambodian 
society? I don’t think so. With Chinese 
people, it’s OK. They integrate well,” says 
Om Radsady, chairman of the National 
Assembly’s foreign affairs committee. 

Even Yayha Ahmed, an ethnic Cham 
and the sole parliamentarian to vote 
against the immigration law, expresses 
sympathy for its objectives. “The people 
. .. don’t want to lose their identity,” he 
says. “We do not want to become a sec- 
ond country for Vietnam in the next 50 
or 100 years.” Ahmed eventually voted 
against the law because he feared it could 
be used against the Cham 
minority, in the absence of 
a nationality law spelling 
out who has the right to 
live in Cambodia. 

The immigration law 
passed despite a diplomatic 
offensive by Hanoi, which 
appealed to King Norodom 
Sihanouk to block the mea- 
sure. Sihanouk had express- 
ed significant reservations 
about the bill, but after its 
overwhelming passage by 
the National Assembly he 
gave the green light for it 
to be signed into law. 

Cambodian Interior 
Minister Sar Kheng assured 
critics of the law that the 
government “would safe- 
guard human rights," but 
observers here are sceptical. They point 
to more than 6,000 Vietnamese refugees 
who have languished since last year on 
the Cambodian side of the Vietnamese 
border. 

The refugees, mostly Vietnamese 
fisherman, fled as a result of the Khmer 
Rouge massacres. Vietnam, which let the 
first waves of refugees through in early 
1993, refused to let many later arrivals 
cross the border. UNHCR has said that un- 
der international law, most of the refu- 
gees should have the right to live in Cam- 
bodia, because their families have lived 
there for generations. But Cambodian au- 
thorities have refused to allow them to 
return to their villages. 

Diplomats say the foreign minister, 
Prince Norodom Sirivudh, is to visit Ha- 
noi in November to discuss the issue. 
Meanwhile, the immigration law hangs 
over Cambodia's ethnic Vietnamese in- 
habitants like a sword of Damocles. 
"Given a choice, a lot of people in this 
country would expel every single Viet- 
namese,” says a human-rights official. 
“But the government will probably avoid 
doing anything that will confirm every- 
one’s worst fears.” = 
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[n the business environment of Asia, there is one way to meet with success. 
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TAIWAN 


Fear of Falling 


Prophet of Chinese invasion makes many nervous 





By Julian Baum in Taipei 





Communist China's preparations to invade 
Taiwan are mainly focused on the date for 
presidential elections. China’s political estab- 
lishment will use the excuse of internal chaos 
and direct presidential elections, which will 
finalise Taiwan's independence, as a reason 
to send in the troops. 


о begins August 1995: China's Vio- 
S lent Invasion of Taiwan, by Cheng 

Lang-ping. The presidential elec- 
_tions to which it refers are due in early 
1996 — and with 60,000 copies sold in 
less than two months, the book has hit a 
nerve in Taiwan. “I’ve already given away 
three copies to friends,” says a business- 
woman from Taipei’s up- 
per-middle-class suburb of 
Tien Mou. “My husband 
says that if the opposition 
party wins this December's 
[gubernatorial] elections, he 
wants to emigrate.” 

Talk of a military inva- 
sion of Taiwan by China’s 
People’s Liberation Army 
was once a staple of life on 
the island. But in recent 
years the topic has faded as 
the rivalry between Beijing 
and Taipei appeared head- 
ed for a peaceful resolution. 
In the early 1980s, China 
pulled back many of its 
troops from the frontline 
province of Fujian and 


Show of Might 
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Taiwan's first public military exercise, 
near the southeastern coastal city of 
Taidong, was an impressive display of 
modern firepower. Designed to boost 
confidence in the armed forces and jus- 
tify the large sums spent on new weap- 
ons, the "Han Guang No. 11” exercises 
on September 29 also signalled to China 
that invading Taiwan could be costly. 

The show went on despite the tra- 
gedy during rehearsals a week earlier 
when gun controllers on one of the na- 
vy's new Perry-class destroyers fired an 
anti-aircraft gun too soon. They shot 
down the aircraft towing a target, kill- 
ing two pilots. 


opened its doors to a flood of Taiwanese 
tourists and businessmen. Taiwan's 
mostly middle-class society, meanwhile, 
enjoyed its prosperity and gave little cre- 
dence to threats from the mainland. 


Now the spectre of military confronta- 


tion is back, and not just in the book 
shops. Recent exercises by the Chinese 
military eerily prefigured the scenarios of 
violent conflict that Cheng spins out. And 
in late September, Chinese Foreign Min- 
ister Qian Qichen declared that any Tai- 
wanese declaration of independence 
would provoke a Chinese invasion. 


There are differences of opinion among 
military observers and independent ex- 


perts about how likely such an invasion 
may be. But Cheng's prophecies are 





Taiwan's M48 tanks fire off a message to the mainland. 


The timing of the exercise was no 
coincidence, say military sources. They 
say the manoeuvres were originally 
scheduled for May 1995, but were 
moved up by the Ministry of National 
Defence to restore public confidence in 
the military, dented by a series of arms- 
procurement scandals and the unsolved 
murder of a naval officer. 

Others added that the exercise was 
advanced in response to China's sabre- 
rattling across the Taiwan Strait. No 
expense was spared. A legislator esti- 
mated that the war games cost the gov- 
ernment between US$20 million and 
US$40 million. 

Among the show-stoppers during 
the 90-minute exhibition was an aerial 
dogfight between a pair of locally built 
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widely viewed as credible by politicians, 
academics and military leaders. They are 
discussed on TV talk shows and at legis- 
lative hearings and academic seminars on 
defence policy. 

One reason for renewed concern is the 
obviously intimidatory nature of the re- 
cent Chinese manoeuvres, say military 
observers. The largest of these exercises 
was mid-September's “East Sea No. 4,” 
which was held on Dongshan Island, 270 
kilometres due east of Taiwan. Military 
analysts say Dongshan, which lies off the 
Fujian coast near the Nationalist-held 
stronghold of Jinmen, has a topography 
similar to Taiwan's. Taiwanese sources 
and Hong Kong press reports said the 
amphibious assault involved army, air 
force and naval units — including a large 
number of submarines. 

Soon afterwards, Taipei conducted a 
military defence exercise of its own off a 
remote beach in the southeastern part of 
Taiwan (see accompanying story). Among 
the thousands of spectators was President 
Lee Teng-hui, who told the assembly: 
“Mainland China is still the 
enemy who threatens our 
national security. We 
should strengthen our de- 
fences and preparations for 
war under the assumption 
that mainland China could 
invade Taiwan at any time.” 

The political circum- 
stances under which Cheng 
deems an invasion possible 
include a spurt in voter sup- 
port for the Taiwanese in- 
dependence movement. 
This would include victory 
for candidates from the op- 
position Democratic Pro- 
gressive Party (DPP) in De- 
cember's elections for the 
posts of governor of Taiwan 
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Ching-Kuo fighters and a pair of Ameri- 
can-made F5s. Popularly known as the 
Indigenous Defence Fighter, or IDF, the 
Taiwan-built aircraft appeared more 
than a match for the ageing F5. Observ- 
ers said the trouble-plagued 1рЕ had 
performed better than expected. 

The IDF display was followed by 
aerial manoeuvres by newly acquired 
AHITW Super Cobra attack helicopters 
and S70C anti-submarine helicopters. 
The Cobras launched Hellfire air-to- 
surface missiles at simulated enemy 
landing craft. The helicopters’ arma- 
ments weren't as impressive as the IDF's 
Tian Jian II missiles, which hit their tar- 
gets without fail in a convincing test of 
the locally developed weapon. 

m Julian Baum 
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and mayors of Taipei and Kaohsiung. 
Defence specialists say Taiwan's military | 
intelligence organisations hold similar 
views. 

The prospect of President Lee winning 
Taiwan's first popular election for the post 
in early 1996, say some analysts, could 
add to Beijing's worries that growing de- 
mocracy might push the island towards 
independence. During the run-up to this 
election, Cheng postulates, Beijing would 
claim Taiwan's internal situation was be- 
coming chaotic, and that the political cam- 
paign was giving voice to radical politi- 
cal ideas. China would then assert that 
the Taiwanese people requested interven- 
tion to restore stability and complete uni- 
fication. 

Other observers discount such predic- 
tions as alarmist, noting that Cheng is a 
second-generation mainlander who is 
overly sensitive to Beijing's point of view. 
(Local journalists say Cheng is a pseudo- 
nym for an editor at one of Taipei's lead- 
ing economic dailies.) Opposition party 
leaders who advocate Taiwan's indepen- 
dence also dismiss such speculation. They 
often assert that China is no more than a 
paper tiger which fears intervention by 
the United States and international reper- 
cussions from military action. 

Similar views are also heard in Wash- 
ington, most recently at a September 27 
hearing of the Senate Foreign Relations 
Committee. Winston Lord, U.S. Secretary 
of State for East Asia and the Pacific, de- 
scribed the "East Sea No. 4" exercise as 
the ^most extensive that China had con- 
ducted in 40 or 50 years." But he was 
quick to assure the committee that there 
was little threat to Taiwan. "We do not 
believe China has the capability or the in- 
tention to invade Taiwan," he said sev- 
eral times during the hearing, according 
to an unofficial transcript. 

Widely reported by the Taipei news 
media, Lord's remarks were greeted with 
curiosity and scepticism. “Where is his 
evidence?" asked Wang Tien-jing, a law- 
maker from the ruling Kuomintang and a 
member of the legislature's defence com- 
mittee. “When communist China's lead- 
ers all say they'll use force against us, and 
when they hold a massive military exer- 
cise near our coast, we have to take their 
threats seriously. If those whose job it is 
to protect this island took such an atti- 
tude [as Lord's] they would be irrespon- 
sible." 

Wang said China's recent purchases of 
Soviet SU27 long-range fighter aircraft and 
other weapons has increased the dangers. 
"The pressures are getting more and more 
serious," he said. "After we take delivery 
of new fighter aircraft [F16s from the U.S. 
and Mirage 2000-5Es from France] and 
new warships, then we won't have to be 
so afraid," Wang added. "So the next two 
or three years are crucial." " 
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All dressed up for the anniversary. 


Holding 
Pattern 


All eyes on Deng during 
national day celebrations 





By Lincoln Kaye in Beijing 
E or a city supposedly under "martial 





law," Beijing looked uncannily re- 

laxed on October 1, the 45th anni- 
versary of Mao Zedong's proclamation of 
the People's Republic of China. Nearly 
200,000 hand-picked celebrants packed 
into Tiananmen Square for fireworks and 
"collective" dancing. Those without invi- 
tations could enjoy abridged fireworks 
displays in 14 other locations city wide. 

From mid-afternoon to late at night, 
unauthorised citizens could not move be- 
tween the central districts of the capital. 
The proclamation of jie yan stirred up 
uneasy echoes of the run-up to the 1989 
Tiananmen massacre, when the same term 
was invoked as “martial law." This time, 
though, officials insisted it denoted no 
more than prudent traffic control. 

Maybe so. But massive "Liberation" 
jubilees should be nothing new for city 
fathers, having been staged every five 
years since paramount leader Deng 
Xiaoping took the helm in 1979. So why 
the tighter security this year? Some read 
it as a tacit admission of anxiety by an 
unpopular regime on the verge of a po- 
tentially divisive succession struggle 
against a backdrop of rising inflation, wid- 
ening income gaps and deteriorating 
social order. 

Surrounded by uncertainties, the 
watchword among the leadership these 
days seems to be: wait and see. Rumours 
in Beijing once again depict Deng as 
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comatose on his 
death bed — spark- 
ing the usual dip in 
Hong Kong shares 
and the usual 
round of official 
denials. “One of 
these days, though, 
one of these ru- 
mours will turn out 
to be true,” an 
Asian diplomat 
notes. “So people 
like Jiang Zemin 
don’t want to leave 
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anything to 
chance." 
Jiang, Deng's 


designated succes- 
sor, combines the 
titles of party chair- 
man, military commander-in-chief and 
president. Observers doubt, however, that 
his clutch of titles can save him in the 
inevitable succession battle that will fol- 
low the demise of his patron. Perhaps 
aware of the weakness of his position, 
Jiang used the occasion of the party's pre- 
National Day annual party plenum to 
pack the top echelons of the communist 
hierarchy with his own supporters. . 

Shanghai Mayor Huang Ju was pro- 
moted to the party's Politburo to replace 
the port city's party chief, Wu Bangguo, 
who was in turn called to the centre to 
serve on the secretariat of the party's cen- 
tral committee. Both men are regarded as 
proteges of Jiang, a one-time mayor and 
party secretary in Shanghai. 

But a Beijing academic sees more to 
the new appointments than just a streng- 
thening of the "Shanghai clique" at the 
centre. After all, he notes, Vice-Premiers 
Zhu Rongji and Zou Jiahua, potential ri- 
vals of Jiang, also hail from Shanghai. 
Many “third-generation” leaders, how- 
ever, share anxieties about two potential 
post-Deng challenges: from a resurgent 
left in the capital and from sectional in- 
terests in the provinces. 

“On both counts,” the academic notes, 
“it could be smart to bring up bright local 
leaders to party central. That way you 
instill new blood in Beijing while defus- 
ing any potential breakaway local leader- 
ship." The plenum's elevation of Shan- 
dong party boss Jiang Chunyun, 64, to 
the central committee secretariat could be 
seen as another such ploy quite unrelated 
to Shanghai. 

If the Dengist "third generation" 
seemed in control of the plenum's per- 
sonnel decisions, their leftwing rivals 
seem to have taken over the drafting of 
the communique issued at the end of the 
four-day meeting. The document stressed 
patriotism and collective spirit, denounced 
official corruption and called for a 
strengthening of party cells. и 
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JAPAN 


Honeymoon's End 


Prime Minister Murayama suddenly looks vulnerable 





By Charles Smith in Tokyo 





finally over for Japanese Prime Minis- 

ter Tomiichi Murayama. For three 
months after taking office in late June as 
the head of one of the most unlikely 
coalitions ever forged in Japanese poli- 
tics, it seemed that Murayama could do 
no wrong. But now the bushy-browed 
premier suddenly looks vulnerable, as- 
sailed by resurgent divisions within his 
three-party coalition on one side and a 
newly unified opposition on the other. 

Murayama has displayed a ruthless 
ability to dump the Marxist ideology that 
had long been a mainstay of his own So- 
cial Democratic Party of Japan (SDPJ) in 
the interests of smooth relations with his 
coalition partners, the Liberal Democratic 
Party (LDP) and the small Sakigake reform- 
ist group. In the most recent of a series of 
policy reversals, he even persuaded his 
socialist followers to agree to an increase 
in a controversial tax on consumption, 
something the party had fought bitterly 
for years. 

But recent events suggest that Mura- 
yama's deft pragmatism on key policy 
issues is only serving to paper over the 
deep split between his party and the LDP. 
In the final week of September, Murayama 
found himself facing a possible rebellion 
by socialist MPs who feel the SDPJ's 
chances in future elections could be 
gravely damaged by too much accommo- 
dation with the LDP. More disturbingly, 
signs have begun to emerge that the LDP- 
SDPJ alliance may be vulnerable at the 
grassroots level, the key area in which the 
parties must cooperate in any election. 

“The LDP and the spr] may have moved 
closer together at the centre, but their lo- 
cal organisations are worlds apart," says 
political commentator Minoru Morita. He 
points to the difficulty the two parties had 
in combining to fight a recent by-election 
in Aichi prefecture, where the opposition 
trounced the coalition candidate. Not only 
that, says Morita, the spry’s local chapters 
have been demoralised by the way 
Murayama has dumped traditional social- 
ist policies during the past two months. 

Sadao Yamahana, a former chairman 
of the 50р] who is cool towards Mura- 
yama's leadership, appears to agree with 
this evaluation. In a recent lecture, he 
pointed out that there was significant op- 
position to Murayama's policy changes 
from local sprj chapters at a special party 
convention held in Tokyo in early 
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Murayama (centre) and cabinet members: how 


September. 

The policy changes could make it hard 
for the SDPJ to fight the next lower-house 
election, says Yamahana. He also feels that 
the LDP — still by far the largest party in 
parliament — could "say goodbye" to the 
socialists when the time comes to start 
campaigning seriously before the next 
lower-house election. “For the LDP, the 
present cabinet is still very much a mar- 
riage of convenience, not an affair of the 
heart,” a Western diplomat suggests. It 
has been a success so far, he notes, but 
the real test could come next year when 
the government has to fight two elections 
— the nationwide local polls set for April 
and an election for half the seats in the 
upper house of Parliament scheduled for 
July. 

The upper-house poll could be particu- 
larly damaging for the socialists. That is 
because the incumbent MPs who will be 
seeking re-election include many who 
were elected in summer 1989 on a wave 
of public support for the party following 
the initial introduction of the consump- 
tion tax by former LDP Prime Minister 
Noboru Takeshita. The sprj fought the 
consumption tax all the way — even boy- 
cotting the parliamentary session at which 
the final vote was taken on its introduc- 
tion. But now the party is actually sup- 
porting an increase in the rate to 5% from 
3%. That may not help much when the 
socialists go to the country next year to 
ask for public approval of their record as 
legislators. 

One of Murayama’s main strengths 
during his first three months in office was 
a badly fragmented opposition. But since 
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the announcement in late September that 
nine opposition parties were forming an 
alliance, the prime minister has lost that 
advantage. 

Apart from the Japan Communist 
Party, the opposition consists of small-to 
medium-sized groups ranging from the 
centre-right Japan Re- 
newal Party (JRP), 
headed by former 
Prime Minister Tsu- 
tomu Hata, and the 
powerful Buddhist 
Komei Party, to a 
clutch of “reformist” 
splinter groups made 
up of former members 
of the LDP. 

The nine non-com- 
munist opposition 
groups tried and failed 
to agree on a joint 
strategy for confront- 
ing the government 
immediately after Mu- 
rayama's election to 
the premiership in late 
June. By mid-Septem- 
ber, however, there 
were signs that a change of heart was tak- 
ing place. The key to the change was a 
recognition that the SDPJ-LDP coalition was 
unlikely to collapse "spontaneously" as a 
result of internal policy differences. 

Leaders of some of the smaller oppo- 
sition parties apparently also overcame 
their distrust of Ichiro Ozawa, the co- 
leader of the JRP and the opposition's lead- 
ing strategist. Ozawa has been arguing 
for years that Japan needs a Western-style 
two-party system as a means of banish- 
ing factionalism and introducing “real 
debate" into politics. 

^His colleagues in the smaller opposi- 
tion groups may not buy his theories, but 
at least they now realise the dangers of 
being picked off separately by the LDP at 
the next lower-house election," says an 
opposition sympathiser. 

Ozawa's efforts at forging a united 
front culminated on September 28 — two 
days before the opening of the autumn 
session of Parliament. The nine parties 
announced they were forming a political 
alliance designed to confront the govern- 
ment in Parliament and to coordinate op- 
position strategy at the constituency level. 
The new group, provisionally named 
Kaikaku (Reform), boasts a membership of 
187 lower-house MPs, making it the sec- 
ond-largest group in Parliament after the 
LDP (with 201 MPs), and more than twice 
the size of Murayama's SDP]. 

If all goes well, Kaikaku's leaders say, 
the group will become a full-fledged po- 
litical party before the end of 1994, with a 
unified system of local chapters empow- 
ered to select candidates for local and 
national elections. In the meantime, the 
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attention not only to the future 
growth prospects of funds but also to 
the expertise of the fund 
management company. 

Over 2 million investors in 
100 countries trust Invesco's 
financial expertise. It is one of the 
world's largest independent 
investment groups with over 150 
experienced fund managers in key 
markets and US$65 billion under 
management. 

An example of this expertise 
put into practise can be seen in the 
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group clearly intends to make life tough 
for the Murayama cabinet. Two days af- 
ter its birth, all but six of Kaikaku's 187 
members boycotted the opening cer- 
emony of the autumn session of Parlia- 
ment, forcing Murayama to deliver a 
policy address to a half-empty house. 

The boycott was officially described as 
à protest against the government's refusal 
to agree to a Kaikaku member being ap- 
pointed vice-speaker of the lower house. 
But analysts say the real aim was to un- 
dermine confidence in the government by 
demonstrating its inability to manage par- 
liament. "Kaikaku probably doesn't want 
a general election yet," says Morita. "But 
it certainly hopes to foment splits within 
the sppj, and perhaps also the LDP, that 
might eventually lead to the collapse of 
the Murayama cabinet." 

The emergence of a single opposition 
group to confront the government in par- 
liament, and to coordinate strategy at the 
grassroots level, does not necessarily 
mean the Murayama cabinet is doomed, 
says Rei Shiratori, professor of politics at 
Tokai University. Shiratori thinks the op- 
position's chances of winning a general 
election against the combined forces of the 
LDP and the socialists have improved from 
dismal to poor as a result of Kaikaku's 
formation. 

If the electoral prospects for the Lpr- 
SDPJ alliance are as problematic as some 
analysts suggest, the timing of the next 
lower-house poll could be crucial. Accord- 
ing to SDPJ insiders, Murayama wants to 
delay a dissolution of parliament as long 
as possible, in the hope that "something 
may turn up." But 
an influential clique 
within the LDP head- 
ed by Takeshita is 
said to be arguing 
for an early election. 

A lower-house 
poll conducted in 
the early months of 
1995, before the 
coalition comes un- 
stuck at the upper- 
house election in 
July, could still catch 
the opposition un- 
awares and would 
capitalise on recent 
opinion polls showing that Murayama has 
a strong personal following. 

The irony of the debate on election 
strategy is that Takeshita himself — who 
was only recently allowed to rejoin the 
LDP after spending several years as an "in- 
dependent" following his disgrace in the 
1988 Recruit scandal — is the personifica- 
tion of “old-style” politics. “If Takeshita 
gets his way on the timing of the election 
and the coalition wins after all, it will 
prove that nothing has really changed,” 
says an analyst. в 
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Ozawa favours a 
two-party system. 
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FOREIGN RELATION 


Show of Force 


China silent over Vietnam's naval intervention 





By Nayan Chanda in 
Hong Kong 





T roubled 


summer. Each year, 

when the weather turns 
clear, Chinese destroyers, 
frigates and submarines 
steam out of their bases to 
hold exercises in contested 
waters of the South China 
Sea. This periodic flexing 
of Chinese naval muscle 
does not seem to have im- 
pressed Vietnam, however. 
In an incident in April, 
which went unreported at 
the time, Hanoi risked 
armed confrontation by 
chasing Chinese vessels 
away from a disputed oil- 
drilling area in the south- 
west of the sea. 

Le Minh Nghia, chair- 
man of the border commit- 
tee of the Vietnamese 
Council of Ministers, sum- 
med up the incident in an interview with 
a Japanese newspaper last month: “The 
Vietnamese navy gave an expulsion or- 
der to a [Chinese] research boat . . . which 
invaded our territorial waters, and the 
Chinese boats followed the order." 

Western intelligence sources confirm 
that in April, a Chinese seismic research 
vessel charted by Crestone Energy Corp. 
— an American oil company — was sur- 
rounded by five Vietnamese gunboats and 
escorted to international waters. The 
sources, who monitor the area, were in- 
trigued by China's total silence on the in- 
cident. "The Vietnamese waited several 
months to break the news, but they seem 
to be daring the Chinese," commented a 
Washington analyst. 

Seeking to explain China's muted re- 
sponse, Western analysts stressed that Bei- 
jing is anxious to avoid a military confron- 
tation that would frighten Asean coun- 
tries. A military analyst added that the 
presence of foreigners aboard the seismic 
research vessel may have made the Chi- 
nese more cautious; they are aware that 
the death or injury of a foreigner could 
frighten off international oil companies. 

But nobody is counting on a continued 
show of restraint by China. According to 
the military analyst, the passing of Chi- 
na's ageing leader Deng Xiaoping from 
the scene may remove the diplomatic con- 
straints fettering the Chinese navy. Deng 
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has set a pragmatic tone for 
China's foreign policy, 
keeping the focus firmly on 
economic growth and co- 
operation with Asian and 
Western countries. 

Crestone announced on 
April 19 that it was begin- 
ning work in the Wan'an 
Bei 21 field, a concession it 
had leased from China in 
1992. The timing was re- 
markable: it was just hours 
before a consortium led by 
Mobil Oil signed a deal 
with Vietnam to explore 
the Blue Dragon field, just 
west of Crestone's block. 
Hanoi, which insists the 
Crestone concession lies on 
its continental shelf, 
promptly protested against 
the company's decision. 
“Crestone will have to take 
all responsibility for conse- 
quences caused by its ac- 
tivities,” Vietnam warned. 

Now, it seems Vietnam did carry out 
its threat. Crestone President Randall 
Thompson was left fuming. “The vessel 
was supposed to be backed up [by the 
Chinese navy], but they didn't go,” he told 
a newsagency. 

In a clash, Vietnam's navy would be no 
match for China. But Hanoi may be try- 
ing, according to one Western diplomat, 
to improve its tactical advantage by ex- 
tending an existing short landing strip on 
one of the approximately 20 Spratly is- 
lands that it controls. Unless its exercises 
are under way, China usually maintains 
two frigates in the South China Sea, along 
with two or three supply ships, Western 
military sources say. Shows of strength, 
for both the Chinese and Vietnamese, are 
usually limited to escorting foreign fish- 
ing vessels out of waters they claim. 

Adm. Archie Clemins, commander of 
the United States' 7th Fleet, says that none 
of the countries that claim the Spratlys 
appears to have achieved a dominant 
position, though they have sent more 
warships into the area. Asked about the 
U.S. navy's policy on American oil com- 
panies drilling in the area, he replied with 
a chuckle: "Nobody asked my permission 

. . SO I have no position on that." But 
asked if the navy was required to protect 
American lives in the area, he said: "We 
are certainly prepared to do that if we 
have to." " 
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Final Appeal 


KONG 


Government renews push to set up top court 


By Louise do Rosario in Hong Kong 
he British may have won Hong 
| Kong through war, and laid its 
foundations through the opium 
trade. But the colony's modern-day eco- 
nomic success owes less to its swashbuck- 
ling origins than to a more mundane Bri- 
tish import: the rule of law. Perched on 
the rim of the great land of guanxi, or per- 
sonal connections, Hong Kong is an en- 
clave where contracts carry weight and 
the little guy, at least some of the time, 
has recourse. 

Even China, which is due to recover 
Hong Kong in 1997, has grudgingly rec- 
ognised that the rule of law played a part 
in the colony's emergence as one of the 
world's leading trade and financial cen- 
tres. China agreed, in the 1984 Sino-Bri- 
tish Joint Declaration on Hong Kong's fu- 
ture, to allow the present legal system to 
continue operating after 1997. 

To ensure the independence of that 
system, Hong Kong is supposed to set up 
its own Court of Final Appeal before 1997. 
The court will have final adjudication over 
all legal cases, except those relating to 
defence and foreign affairs. At least that's 
the idea. Like many projects that straddle 
1997, the establishment of the court has 
been hamstrung by controversy. 

The dispute centres on how many for- 
eign judges will be allowed to sit on the 
five-judge panel, a common practice in 
countries using Common Law. The issue 
had been on the back burner since 1991, 
when a furious row over the court's com- 
position erupted. Now, it's back on Hong 
Kong's political agenda, where it's likely 
to cause as much heated debate as it did 
three years ago. 

Unlike the other disputes hobbling 
Hong Kong's transition to Chinese rule, 
this one does not pit London against Bei- 
jing. Britain, keen to set up the court as 
quickly as possible, reached a secret agree- 
ment with China on the court's composi- 
tion in 1991. The storm broke when Hong 
Kong's Legislative Council (Legco) was 
asked to examine the plan: The lawmak- 
ers flatly rejected it. 

The plan called for one foreign and 
four local judges on the court. This so- 
called four-and-one formula, legislators 
claimed, contradicts the Joint Declaration, 
which put no limit on the number of over- 
seas judges. Some legislators voiced con- 
cerns about a shortage of qualified local 
judges, but the fears of most ran deeper. 
They worried that with only one outsider 
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Do they need a Court of Final Appeal? 
on the Court of Final Appeal, the ulti- 
mate adjudicating body might be suscep- 
tible to manipulation by Beijing. 

Faced with Legco’s vehement opposi- 
tion, the Hong Kong Government took 
back the plan. But with less than 1,000 
days left before the takeover, many now 
say Hong Kong can no longer afford to 
wait. 

For decades, the London-based Privy 
Council has been the final arbiter of Hong 
Kong law. The council, though it handles 
only a small number of cases from Hong 
Kong each year, provides an important, 
independent channel for those dissatisfied 
with verdicts handed down in local courts. 
But this British link will be severed in 
1997. If Hong Kong’s own Court of Final 
Appeal is able to operate before then, judi- 
cial continuity will be assured. But now, 
“there’s a great deal of uncertainty gener- 
ated by the failure to set it up,” says 
Raymond Wacks, head of the law faculty 
at the University of Hong Kong. 

Against a backdrop of anxiety over a 
possible legal vacuum, the Hong Kong 
Government has revived its push for the 
court. A draft bill on the establishment of 
the court was submitted to Beijing for re- 
view several months ago, a government 
spokesman says. Local lawyers will be 
consulted next. Once these processes are 
complete, the spokesman says, the bill will 
be submitted once again to Legco — prob- 
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ably early next year. 

Details of the bill are not yet known 
but analysts don’t expect major departures 
from the 1991 version. The limit of one 
foreign judge, insisted upon by China, is 
unlikely to be altered. “The possibility of 
China changing its mind is close to zero,” 
says Wacks. That means that for the 
bill to pass, Hong Kong’s legisla- 
tors and lawyers will have to 
change their stand. 

Neither the Hong Kong Law So- 
ciety nor the Hong Kong Bar Asso- 
ciation would officially comment 
until the bill is published. But 
Johannes Chan, senior law lecturer 
at the University of Hong Kong, 
suggests that the legal profession 
may now be more willing to com- 
promise, given the rapidly dwin- 
dling time until the handover. “It’s 
not surprising that people are los- 
ing their resolve," adds pro-demo- 
cracy legislator Emily Lau. 

Some politicians say they're 
ready to make a deal, even an im- 
perfect one. Guy Lam, head of a 
political party called the Hong 
Kong Alliance of Chinese and Ex- 
patriates, says: "It's not such a big 
issue whether there is one or two 
foreign judges. More important is 
to set it up quickly." 

Many others, however, continue 
to maintain that the four-to-one for- 
mula is a breach of the Joint Declaration, 
which states that the court “may as re- 
quired invite judges from other Common 
Law jurisdictions." Says Lo Chi-kin, a 
member of the newly established Demo- 
cratic Party of Hong Kong: "The fear is 
that if the proposal is allowed to go 
through, it could set a bad precedent of 
doing things not conforming with the 
declaration." Adds Anthony Cheung, an- 
other member of the party: "It's not a 
question of race or nationality — it's a 
matter of principle." 

Others say the limit of only one over- 
seas judge will hamper the court's flex- 
ibility when it needs to call in foreign ex- 
pertise. The shortage of qualified Hong 
Kong Chinese judges to sit on the court 
causes another problem. Hong Kong's ju- 
diciary is still dominated by British judges, 
with the process of localisation proceed- 
ing more slowly than in other areas of 
the colonial administration. One of the 
reasons is that local barristers can usually 
earn far more in the private sector than 
on the bench. With the political future 
uncertain, the pool of talent is a "very 
small one," says Chan. 

China is probably the one participant 
in the controversy which is in no hurry to 
see the court set up. "If there isn't one by 
1997, Beijing will have a completely free 
hand in setting up one it likes," notes the 
Democrats' Lo. m 
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Why is there nothing quite like an original? 
What makes champagne the finest, and most famous, 
of the mousseux wines? The answer lies in its origins. 
Not just soil and climate but the double fermentation 
method honed by a Benedictine monk in the 17th Century 


You can still savour the fruits of Dom Perignon's 
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Travelling First Class on the Airline of the Year 1994 


Emirates has become almost as feted, in rather less time, 
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an exceptional choice 
at 30 fect below, never mind 
30,000 feet above. 


by being equally true to its origins. Born in the same 
vintage year, our airline holds that the best 
is the only acceptable w ay to do anything 
You'll fly in the latest planes, in seats of princely 
luxury, choosing from our award-laden cuisine 
And spoilt by a selection of over thirty films on your 
personal video system. Emirates always insists on the 
exceptional difference in quality between 
the great and the good. 
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Sri Lankan army patrol: anxiety over government strategy. 


War and Peace 


Army halts offensive as peace process gets under Way  tary system and dismantle the all-power- 








By Mervyn de Silva in Colombo 
ri Lankan military commanders are 
talking much more to the press 


S these days, and they are talking 


straight. Take Brig. Asoka Jayawardene, 
commander of the Ist Services Regiment. 

He was in overall command of a late- 
September offensive by troops, artillery 
and aircraft against the Lanka Tigers of 
Tamil Eelam (LTTE) secessionist group in 
the north. Not too long ago, a frontline 
officer such as Jayawardene would have 
told reporters curious about the attack — 
coming as it did in the midst of govern- 
ment peace moves — to speak to his 
bosses at the Defence Ministry in Co- 
lombo. 

Not any more. Following a nine-hour 
battle on September 27, Jayawardene laid 
his cards on the table. "Over the past few 
weeks, we have been restrained because 
we back the government's peace initia- 
tive,” he told reporters. “But intelligence 
reports convinced us that there was a 
steady LTTE build-up within five kilome- 
tres of the base. It was clear that the Ti- 
gers were trying to encircle our main air- 
port and cut our supply lines." 

The military in Sri Lanka has always 
had firm opinions on the conduct of war 
and peace, but it's now expressing those 
opinions more strongly. Some would say 
too strongly. The army has refused, for 
example, to agree to an LTTE demand for 
a formal ceasefire and the closure of the 
government's Pooneryn base before peace 
talks begin. The government has accepted 
the army's position that a ceasefire would 
only allow the rebels to regroup. 

For Prime Minister Chandrika Kuma- 
ratunga, the mistrust between the army 
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and the rebels could be a 
big hurdle on the road to 
peace. It could also be a 
major factor in determin- 
ing whether she is success- 
ful in her bid for the presi- 
dency in polls scheduled 
for November 9. 

The prime minister 
came to power in August's 
parliamentary elections on 
promises to make sincere 
efforts to end the war in 
the north. In late Septem- 
ber, her government said it would send a 
four-man team to the rebel stronghold of 
Jaffna in the north within two weeks. Its 
brief: to prepare for formal talks with the 
LTTE. Kumaratunga has also partially 
lifted the economic embargo against the 
north and promised to restore electricity 
and communications to the peninsula. 

Analysts believe the latest army offen- 
sive was a response to an earlier Tiger 
attack in which a suicide squad blew up 
a navy patrol boat, killing some 30 sail- 
ors. The Tigers' strike was widely seen as 
an attempt to underscore their ceasefire 
demand. Nonetheless, on September 30 
the military called off its attack, which 
had seen some 15 infantry battalions mak- 
ing a push towards the rebel-held town 
of Kilinochi, south of Jaffna. The pullback 
was meant to signal the sincerity of the 
government's peace efforts. 

A soldier at the front had his own 
views about peace with the Tigers. "Deci- 
sions on war and peace must be made by 
the government," he told the state-owned 
Daily News, "but the bitterness of calcu- 
lated treachery is worse than the most 
painful wounds of war." The mood at the 


FAR EASTERN ECONOMIC REVIEW 


o 
2 
т 
o 
eo 
2 
> 
2 
о 






Prime Minister Kumaratunga. 


front is coloured by the firm conviction 
that Tiger supremo V. Prabhakaran's 
peace moves are all part of a strategy to 
buy time, and that he has no intention of 
ever making real peace. "We can never 
trust the LTTE," said another soldier. 

But trust will have to be built if any 
peace is to last. The long war against the 
Tigers has transformed the Sri Lankan 
military from an important arm of the 
state to a player in its own right on the 
political stage. Until the 1980s, the post of 
defence secretary was held by a civilian; 
today it is held by Lieut.-Gen. Hamilton 
Wanasinghe. Kumaratunga has chosen a 
relative, Col. Anuruddha Atwatte, as 
deputy defence minister. 

Meanwhile, Kumaratunga's People's 
Alliance (PA) and the opposition United 
National Party (UNP) are gearing up for 
the presidential poll. For the Sri Lankan 
establishment and the Sinhalese-domin- 
ated electorate, the election is a crucial 
one. The PA has promised to amend the 
constitution to reinstall the old parliamen- 


ful executive presidency 
introduced by former Pres- 
ident Junius Jayewardene. 
That won't be easy. The 
constitutional change will 
require not only a two- 
thirds majority in Parlia- 
ment but also a nationwide 
referendum. The opposi- 
tion could also challenge 
such a move in the courts. 

Incumbent President D. 
B. Wijetunge of the UNP 
has opted out of the presi- 
dential poll. However, he 
will remain executive president and de- 
fence minister until the election is over. 
The UNP's candidate is Gamini Dissan- 
ayake, leader of the opposition in Parlia- 
ment. 

Some observers heard what they be- 
lieve was the first volley of the presiden- 
tial campaign fired on September 30, 
when the Bribery Commissioner's Depart- 
ment filed a case against Dissanayake for 
allegedly making a false declaration of 
assets. But the case will not prevent 
Dissanayake, who has denied the allega- 
tions, from running for president. Even if 
he is convicted, the court cannot prevent 
him from being a candidate. 

Prior to the August parliamentary elec- 
tion in which she came to power, Kuma- 
ratunga correctly gauged that there was a 
“peace constituency” in an electorate tired 
of civil war and ethnic strife. But her party 
only squeaked through — the UNP still 
gleaned an impressive 45% share of the 
vote. The presidential poll, however, will 
be a one-on-one battle where the prime 
minister's charisma should count for even 
more than it did during the parliamen- 
tary elections. и 
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World Harbours & 
Inland Cities 

..Yang Ming Line 


The service routes of Yang Ming 
Line stretch out far beyond the 
horizon to all continents. Its vessels, 
fully-loaded with cargo, regularly call 
at harbours around the world. YML 
provides its clients with on-time, 
precise, and speedy services in 
cargo movoment. 
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4-6th FI., No. 53 Hwai Ning St., Taipei, Taiwan, R.O.C. 
Tel: (02)3812911 Telex: 11572 YANGMING Fax: 
(02)3148058 Keelung Tel: (02)4230149 
Kaohsiung Tel: (07)8310501 

YML's Agents Worldwide (Tel No.) 
Asia-Hongkong: 8527333 Singapore: 65- 
2203266 Tokyo: 3-54402681 Seoul: 2-7776431 
Manila: 2430201 Bangkok: 2332297 Jakarta: 
21-3903344 Colombo: 1-584316 Bombay: 22- 
2184327 Karachi: 21-204080 

Europe-General Agent in Europe (Hamburg): 40- 
32098282 Germany: 40-320970 Holland; 10- 
4364711 Belgium: 3-2026262 United Kingdom: 
81-5916200 France: 1-41415000 (Fos- 
91564088) Austria: 21834840 Swiss: 61- 
6312070 Denmark: 31-388111 Sweden: 31- 
174560 Norway: 47-22835250 Italy: 10-59911 
Spain: 3-4423800 Portugal: 1-603818 
U.S.A.-New York: 201-2228899 Los Angeles: 
213-6225485 San Francisco: 415-3972673 
Chicago: 708-9328182 Houston: 713-9650244 
Australia-Sydney: 2-2991411 Melbourne: 3- 
6131338 Brisbane: 7-2212275 

Middle East-U.A.E.: 344200 
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ECONOMY 


Moving 
Upmarket 


espite the lingering pains of re- 

cession in neighbouring Japan 

and other parts of the world 

that are among its major trad- 
ing partners, Taiwan has seen no weak- 
ening in its economic vital signs. 

This year economic performance is 
continuing to roll along at a healthy pace 
of more than 696, inflation seems likely 
to be held below the targeted 496, and 
unemployment is virtually non-existent at 
a mere 1.896. 

"The challenge is to make sure we 
can still be doing so well five or 10 years 
from now," said economist Chin Po-chih 
of the Taiwan Institute for Economic 
Research. Efforts to pave the way for 
continued smooth economic development 
are proceeding along several fronts. One 
is the ambitious programme of govern- 
ment public works now under way (see 
accompanying article) to provide the 
necessary transportation, energy, and 
other infrastructure. 

Another is the government's assist- 
ance to the private sector to upgrade the 
level of quality and technology of domes- 
tic industry. Over the past few years an 
estimated 10,000 Taiwan enterprises 
have relocated production facilities to 
mainland China or Southeast Asian coun- 
tries to escape the high cost of land and 
labour and chronic shortage of workers 
at home. 

"Those labour-intensive industries 
would have had difficulty surviving if they 
had stayed in Taiwan," said Yiin Chii- 
ming, director-general of the Industrial 
Development Bureau (IDB) under the 
Ministry of Economic Affairs. "In another 
few years, | am sure the last of them will 
be gone." 

In their place, Taiwan is striving to 
cultivate more sophisticated industry, 
operations that utilise advanced know- 
how and skiled workers to turn out 
higher-value products. 

Receiving highest priority for devel- 
opment are 10 industries that the gov- 
ernment has identified as economically 
strategic industries. 

These are: advanced consumer elec- 
tronics, advanced industrial materials, 
aerospace, communications, information 
industry equipment, medical equipment, 
pollution control and treatment equip- 
ment, precision machinery and automa- 
tion equipment, semiconductors, and 
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specialty chemicals and pharmaceuticals. 

Companies in these industries, and 
other enterprises that are investing in 
research and development, quality im- 
provement or automation, are eligible for 
government encouragement in the form 
of tax incentives, matching grants or 
transfer of technology from national re- 
search laboratories such as the Industrial 
Technology Research Institute. 

One of the industries showing the 
most impressive progress has been semi- 
conductors. Production value this year is 
expected to increase by a full 5096 to 
reach US$3.77 billion. The largest com- 
pany in the field, Taiwan Semiconductor 
Manufacturing Corp., was created as a 
result of government initiative and in- 
cludes the government as a minority 
shareholder. 

Yet another programme Taiwan is 
pursuing to assure its future economic 
vitality is the plan to make the island 
into a regional centre — for finance and 
for transportation, but especially for the 
operations of multinational corporations 
involved in manufacturing. 

Last December, the government's 
Council for Economic Planning and 
Development (CEPD) commissioned 
McKinsey & Co., the prominent U.S. 
consulting company, to conduct a feasi- 
bility study for transforming Taiwan into 
a regional business hub. 

After surveying some 130 multina- 
tional corporations, McKinsey confirmed 
that Taiwan has the potential to become 
a such a regional operations centre due 
to its central geographical position in East 
Asia, well-educated population, and ex- 
isting industrial base. 

But the firm's report also emphasised 
the need for Taiwan to revise many 
currently restrictive laws and regulations 
if it wishes to create an attractive 
environment for international business. 
The government has shown that it rec- 
ognises that problem and accepts the 
challenge. + 
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TRADE 


New Wave of Imports 


Ithough Taiwan's economic 
prosperity continues to rely 
heavily on international trade, 
the traditional patterns of that 
trade have changed dramatically in re- 
cent years. The overwhelming reliance 
on the United States market that once 
characterised Taiwan's exports has been 
replaced by a more diversified commerce 
— with the Asian region taking a more 
and more substantial share. 
Increasingly, the leading export items 
are computers, electronics, and other 
technology-oriented products instead of 
the textiles, footwear and toys that were 
once the island's best-selling items. The 
mounting purchasing power of the popu- 
lation has steadily boosted imports, bring- 
ing the overall trade into greater balance. 
Those healthy trends have helped 
Taiwan gain broad support among its 
trading partners for its effort to attain 
membership in the regulatory body for 
world trade, the General Agreement on 


Tariffs and Trade (Сай), and its succes- 
sor agency, the World Trade Organisa- 
tion (WTO). 

In the two years since Taiwan submit- 
ted its application to Gatt and was 
granted observer status, Taiwan trade 
officials have engaged in a series of 
negotiations with the Gatt working party 
set up to consider its qualifications. 

The first five sessions primarily iden- 
tified areas in which Taiwan's trade poli- 
cies and practices were inconsistent with 
Gatt rules. At the sixth session in July, 
Taiwan presented its proposals for deal- 
ing with those problems. "It was an 
important breakthrough," said Huang 
Yen-chao, director-general of the Board 
of Foreign Trade. "The working party 
seemed very pleased with the changes 
we offered." 

The revisions involved a further cut in 
tariffs, especially for agricultural products, 
and the phase-out of quantitative or area 
restrictions (favouring one country or 


region more than others). Taiwan pledged 
to dismantle its government monopoly 
system for tobacco products and alco- 
holic beverages, and to eliminate any 
discrimination against foreign companies 
in government procurement, including 
construction contracts. 

A seventh negotiating session is ex- 
pected to pinpoint the precise terms 
under which Taiwan could join Gatt, 
paving the way for accession to the or- 
ganisation before the end of this year 
and allowing Taiwan to be considered a 
charter member of the new WTO. 

In its foreign trade for this year, Tai- 
wan expects to reach a record US$174 
billion — US$90.5 billion in exports and 
US$83.5 billion in imports. That imbal- 
ance of US$7 billion, about half the level 
of 1992, will be the lowest surplus if the 
trade ledger since 1983, when total trade 
was only US$45 billion. 

The U.S. share of Taiwan's exports 
has steadily declined to only 2696 this 
year from the 48.896 of 1984. During 
the same period, the proportion of ex- 
ports going to Asian countries has risen 
to 48.696 from 2596, much of it consist- 
ing of materials, components, and ma- 
chinery needed by Taiwanese investments 
in China and Southeast Asia. € 
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TECHNOLOGY 


The Hi-Tech Push 


n a business where success often 
depends on coming out with prod- 
uct innovations every several 
months, the Taiwan personal-com- 
puter (PC) industry is gaining worldwide 
recognition as the speed king, invariably 
well ahead of its Asian rivals in getting 
each generation of models to market. 

The country’s pool of skilled engi- 
neers, wide supply of key components 
and long manufacturing experience are 
also earning Taiwan a place as the de- 
sign centre and workshop for the lead- 
ing international manufacturers. 

In tandem with the industry's upgrad- 
ing, Taiwan’s largest computer manufac- 
turer, Acer Inc., with pro- 
jected 1994 sales of US$2.8 
billion, is gaining increasing 
acceptance as one of the 
world’s major PC brands. 
And numerous manufactur- 
ers of components, such as 
First International Computer 
in the motherboard line, are 
among the international lead- 
ers in their market niches. 

That prowess led to a 
15% increase in sales by 
Taiwan's information-tech- 
nology industry last year to 
reach a record US$10.8 bil- 
lion. The growth was enough 
to propel Taiwan from sev- 
enth to fifth place among the 
world's computer industries, 
jumping past France and Sin- 
gapore. 

The country ranked 
number three in the world 
(behind the U.S. and Japan) 
in production of PCs, and 
No. 1 in monitors. Count- 
ing their output both at home and in 
offshore plants, Taiwan manufacturers 
accounted for 5196 of world monitor 
production last year. 

Each year, the industry's latest mod- 
els are introduced at the world's leading 
computer exhibitions, such as CeBit in 
Germany and Comdex in the U.S., where 
the Taiwan delegation is invariably one 
of the largest. 

Taiwan's computer industry special- 
ists see no end to the potential for deve- 
lopment. "The fastest growth in the in- 
ternational market now is in notebook 
computers, and that is a segment where 
Taiwan is uniquely competitive," said T. 





C. Tu, director of the Market Intelligence 
Center of the government-backed Insti- 
tute for Information Industry. 

Whereas desktop computer produc- 
tion now basically involves little more than 
the assembly of standardised parts, the 
small size of the notebook version puts a 
premium on industrial design, electronic 
engineering and cost control. 

"The cheap-labour countries like 
China don't have the technical capabil- 
ity, and the most technically proficient 
countries like Japan find it hard to com- 
pete on cost," said Tu. "Taiwan is stra- 
tegically situated right in the middle, and 
that's why we're destined to become the 
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A drive to succeed. 


centre of the world's notebook produc- 
tion." This year Taiwan is expected to 
turn out some 2.5 million units of note- 
book computers, up by more than 8096 
from 1993, to become the second-larg- 
est producer after the U.S. 

To maintain Taiwan's competitiveness 
well into the future, the government is 
funding research projects on such new 
technologies as multi-media, wireless 
communications for mobile computing 
and advanced imaging applications. Once 
know-how is developed by the national 
research labs, it will be transferred to the 
private sector. 

Government and industry are also 
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collaborating on a 10-year strategy in 
which Taiwan companies' role a decade 
from now would be to act as the produc- 
tion agent for the large multinational 
computer makers. The Taiwan partner 
would be responsible for product design, 
procurement of key components and cost 
control. After a pilot run in Taiwan to 
eliminate any bugs, production would be 
transferred to an affiliate or subsidiary in 
a cheaper "hinterland" area such as 
China or Malaysia. 

Acer, the industry leader, is pursuing 
its own corporate strategy, designed to 
bring the company within the ranks of 
the top five PC brands in the world within 
the next several years. Currently Acer 
stands in about lOth place worldwide, 
but is No. 3 in the rapidly growing market 
category composed of Latin America, 
Africa and the Asia-Pacific area, and No. 
l in such countries as Indonesia, Thai- 
land, Mexico, and Chile. 

To ensure that it has the financial and 
human resources needed to serve the 
global market, Acer is preparing to 
deconstruct itself into a network of nu- 
merous individual companies, with the 
parent company typically taking a mi- 
nority stake in the shareholdings. The 
marketing companies around the world 
will thus be joint ventures led by the local 
partners, and a series of companies in 
Taiwan will concentrate on the supply of 
key components for final assembly over- 
seas, close to the customers. 

"In this way Acer will be a global brand 
but also in each market a local brand," 
said chairman Stan Shih. The approach, 
in part, is designed to overcome the 
continuing burden of the "Made in Tai- 
wan" label, which many consumers still 
fail to recognise as the sign of quality it 
deserves to be. 

Most of Taiwan's other computer 
companies are no longer promoting their 
own brand names as aggressively as a 
few years ago. The price wars that have 
raged in the worldwide industry have left 
little profit margin for investment in brand 
development. 

The Taiwan industry is instead focus- 
ing once again on sub-contract produc- 
tion for the IBMs, Hewlett-Packards, and 
Canons of the world. But unlike the OEM 
(original equipment manufacturing) ar- 
rangements of the past, in which the 
Taiwan factory simply produced to the 
foreign company's specifications, the 
current formula is usually an ODM (origi- 
nal design manufacturing) basis. That 
involves a broader strategic partnership 
with the overseas customer, with the 
Taiwan. plant taking primary responsibil- 
ity for the product design as well as the 
production. € 
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RECORD-SETTING. HISTORIC. 
But NOT UNUSUAL. 


During the past year, we launched, delivered, flew and set world records. 
A few of those accomplishments are celebrated by the photographs above. Just a few. 
Of course, whats really amazing about this collection of breakthroughs is the message it sends: 
At McDonnell Douglas, breakthroughs may be exceptional, but they arent unusual. 


MCDONNELL DOUGLAS 
Performance Above and Beyond. 


© 1994 McDonnell Douglas Corporation 











Freshening up 
the Concept of Service — 
Evergreen Hotels and Resorts 


The Evergreen International Hotels 
and Resorts were founded on one 
principle -- service above all. Sure, 
we've got the finest appointments and 
equipment that money and ingenuity 
can assemble, but that's not the point. 
We didn't create a group of world- 
class hotels to spread the routine 


thinner. We're here to freshen up the 


idea of service. 








EVERGREEN 


INTERNATIONAL HOTELS & RESORTS 
HONG KONG TAICHUNG/TAIWAN BANGKOK 


FOR RESERVATIONS: 


Taipei Office: Tel: 886-2-5001629 Fax: 886-2-5001619 
Taichung: Tel: 886-4-3289988 Fax: 886-4-3288642 
Hong Kong: Tel: 852-8669111 Fax: 852-8613121 
Bangkok Tel: 66-2-2667266 Fax: 66-2-2667222 
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SHIPPING 


Ruling the 
Waves 


ith orders placed for con- 

struction of five of the 

world's largest and fastest 

container vessels, plus 
plans unveiled for operation of a con- 
tainer terminal in Shanghai, the Ever- 
green Group is continuing to ensure that 
Taiwan's achievements in international 
trade and investment are matched in the 
realm of shipping. 

Now ranked as the world's biggest 
container line in terms of both container 
capacity and number of vessels, Ever- 
green was founded by Chairman Chang 
Yung-fa in 1968 with a single second- 
hand cargo ship. This year the company 
is celebrating the 10th anniversary of its 
pioneering round-the-world (RTW) serv- 
ice, which operates both eastbound and 
westbound in what the company terms a 
"conveyer belt around the globe." 

"When we introduced this concept, 
the conventional wisdom in the industry 
is that it could never work," said an Ever- 
green official. "But we've shown it can 
operate successfully and very profitably.” 

Speed is being further enhanced 
through introduction of the most mod- 
ern vessels to the Evergreen fleet. Cur- 
rently the group is at the mid-way point 
in taking delivery of a series of 10 “R- 
class” ships from two Japanese shipyards. 
The ships have a service speed of 23 
knots and container capacity of 4,229 
20-foot equivalent units (teu) each. 

In June, the group announced that it 
had ordered five more vessels of a new 
“U-class” generation, to be completed 
starting in 1996. Built by Mitsubishi 
Heavy Industries, they will offer a speed 
of 25 knots and nearly 5,000 teu in 
capacity. 

Evergreen’s investment in Shanghai, 
was approved in August by Taiwan’s Min- 
istry of Economic Affairs on the condi- 
tion that it would be done “indirectly” 
through the group’s Panamanian subsidi- 
ary. 
The operation, consisting of a 
dockside container-freight station/con- 
tainer yard, inland container terminal and 
trucking service, will be a joint venture 
with the Shanghai Port Container Com- 
prehensive Development Corp. Ever- 
green’s 60% share will involve an initial 
investment of US$6 million, with ex- 
pected later expansion worth an esti- 
mated US$74 million. Operations are 
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The world's conveyer Бей. 


scheduled to begin next spring. 

Evergreen's existing experience oper- 
ating container terminals is not confined 
to Taiwan. The group runs its own ter- 
minal at the new port of Laem Chabang 
in Thailand and last November inaugu- 
rated a joint-venture terminal in Jakarta. 
It operates feeder services to carry freight 
between those points and Singapore to 
connect with its long-haul routes. 

The group's steady expansion in re- 
cent years has also brought diversifica- 
tion into some new lines of business. 
One is aviation: EVA Airways, launched 
in 1989 as Taiwan 's first privately owned 
international airline. Second is a chain 
of hotels and third is making containers 
themselves. 

Taiwan's second largest shipping com- 
pany, Yang Ming Lines, is also a major 
player in worldwide transportation, rank- 
ing among the top 10 container lines. It 
is currently poised to expand its fleet with 
five new 3,500-teu vessels being built by 
Taiwan's China Shipbuilding Corp. for 
delivery during 1995. The ships are likely 
to be put into service on Yang Ming's 
U.S. West Coast or Northern European 
routes. 

The pending conversion of Yang Ming 
from a government-owned to a private 
corporation is expected to further boost 
the company's competitiveness. The 
government shareholding is being stead- 
ily reduced through repeated public of- 
ferings of stock, and the privatisation 
process is expected to be completed 
before the end of 1995. As a private 
firm, Yang Ming would be able to react 
more quickly to market conditions in 
planning new investments. € 
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FINANCE 


A Liberal 
Approach 


aipei Forex Inc., Taiwan's first 

interbank foreign-exchange bro- 

kerage, began operations this 

summer under licence from the 

Central Bank. Its shareholders are drawn 

from five foreign banks and three inter- 

national money brokers as well as many 
of Taiwan's leading domestic banks. 

Inauguration of the foreign exchange 

services was but the latest step in the 

steady liberalisation of Taiwan's financial 
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sector that began in the mid-1980s. 

Another milestone in the liberalisation 
process took place in spring when Tai- 
wan's first legalised futures trading be- 
gan (soon squeezing out a previously 
existing underground market). A total of 
23 futures brokerage houses, nine of 
them foreign-invested, are now operat- 
ing, offering some 60 products in coop- 
eration with leading international futures 
exchanges. 

A law authorising futures trading on 
domestic products is now being drafted 
by the Securities and Exchange Com- 
mission for submission to the cabinet and 
then the legislature. 

In the securities field, the bullish per- 
formance of the Taiwan stockmarket this 
year has stimulated increased interest 
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from international institutional investors, 
prompting the government to raise the 
ceiling for such investment from US$5 
bilion to US$7.5 billion. An estimated 
US$4 billion of that amount has already 
flowed into the market. 

The Ministry of Finance also allowed 
eight prominent foreign securities firms 
to upgrade their presence in Taiwan from 
representative offices to full-scale 
branches. The eight are Daiwa Securi- 
ties, Yamaichi Securities, Nikko Securi- 
ties, Nomura Securities, Goldman Sachs 
& Co., S. G. Warburg Securities, Baring 
Securities, and W. I. Carr (Far East). 

In the insurance sector, Taiwan this 
year opened the door for companies from 
Europe or Japan to take controlling in- 
terest in Taiwan operations. € 
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PARTNERSHIP. It's the dramatic difference international businessmen are discovering in their dealings with Taiwan. 


By providing investors complete, easy access to Taiwan's combined resources, we help business 





bridge the gap between buyer & seller, manufacturer & consumer, investor needs & investment opportunities. 


Board of Foreign Trade, Ministry of Economic Affairs, 1 Hu Kou Street, Taipei, Taiwan, R.O.C. Tel: (886-2) 351-0271 Fax: (886-2) 351-3603. 


























La zr 


Really good service 





isn't just 
being polite to strangers— 
it's understanding 
what someone is accustomed to 
and taking care of worries for them. 
This is the type of service 
we extend, 
because this is the service 


you deserve. 
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hôtel royal taipel 
37-1 Section 2, Chung Shan North Road, 


Taipei, Taiwan, R. О. C. 
Tel: (02) 542-3266 Fax: (02) 543-4897 


M nikko hotels international 


For reservations, call your travel agent, 
the nearest LRI office, Japan Airlines office 
or Nikko Hotels International 
Toll free in U S. A /Canada 1-800-NIKKO-US (645-5687) 
Toll free in Mexico 95-800-NIKKO-US(645-5687) | 
Toll free in UK. 0800-282502/ Toll free in Germany 0130-3137 
Toll free in France 05-02-30-09 
Tokyo (03)3248-4321 /Osaka (06)226-4321 
The Grande Collection of Hotels/LRI/-800-243-1166 
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TRAVEL 


A Cultural 
Hit 
replica of an ancient walled 
Chinese city dominates the 
back lot of Taiwan's major 
movie company, Central Mo- 
tion Pictures in the Shihlin suburb of 
Taipei. Used as the setting for an occa- 
sional sword-fighting film, the area for 
years was ordinarily as deserted as a ghost 
town. 

No longer. The ingenuity of Taiwan's 
travel industry has turned the setting into 
the "City of Cathay," the island's latest 
tourist attraction. Each evening its streets 
come alive with traditional Chinese acro- 
bats, puppeteers, folk dancers, musicians, 
and artisans, all clad in the colourful 
costumes of centuries past, joined by 
hundreds of sightseers, both local and 
foreign. 

The tourists are entranced. “I can't 
think of a more enjoyable way to get to 
know something about Chinese culture, " 
said a recent visitor, Ellen van der Veeken 
of Holland. 

As part of the entrance fee, the visi- 
tor receives a string of tokens resem- 
bling ancient Chinese coins with holes in 
the centre. The tokens can be redeemed 
for a wide variety of foods. 

Visitors can watch craftsmen at work 
and then purchase the results of their 
labour: painted scrolls or fans, ceramics, 
dough sculptures, candy figurines and 
grasshoppers woven out of grass. 

The “City of Cathay," named after a 
famous painting in the nearby National 
Palace Museum, is run by the Taiwan 
Visitors Association. The non-profit or- 
ganisation, which represents the travel 
industry, leases the space from the movie 
company. 

The programme represents just one 
of the numerous recent efforts by the 
industry, together with the government's 
Tourism Bureau, to come up with new 
attractions to boost the island's appeal 
as a tourist destination. Among the other 
innovations are: 
> An introduction to the spectacle of 
Chinese opera, offered three times a 
week at the National Fu Hsing Dramatic 
Arts Academy. Besides viewing a per- 
formance of opera highlights featuring 
the pageantry of battle scenes, acrobat- 
ics and comic turns, tourists can sit in on 
a drama class, try on costumes, and even 
have their faces painted in Chinese op- 
era-style. 






City of Cathay at work. 


> Mountain treks to such scenic peaks 
as Jade Mountain (Yushan), Snow Moun- 
tain (Hsuehshan), and Nengkao Moun- 
tain. These tours, which usually require 
a special pass for entry into the moun- 
tain regions and the presence of a quali- 
fied guide, are proving especially popu- 
lar with Korean and European visitors. 
» The “Heritage Trail,” a walking tour 
of the old temples, landmark buildings, 
and historical sites in downtown Taipei. 
Visitors can easily find their way by them- 
selves, using a clearly prepared map and 
explanatory brochure issued by the Tour- 
ism Bureau. 

Even more effective than the new 
tourist attractions and special tours in 
luring overseas visitors has been the 
implementation of five-day, visa-free entry 
from the start of this year for citizens of 
12 foreign countries. "It's worked like 
magic," exclaims Hunter Eu, deputy di- 
rector of the Tourism Bureau. "Interna- 
tional arrivals have increased so far in 
1994 by 2096, and for the full year we 
feel certain we will exceed 2 million visi- 
tors, which would be only the second 
time that has ever happened." 

The 2-million mark was first reached 
in 1989, but tourism slumped in the 
following years when the steep appre- 
ciation of Taiwan's currency against the 
U.S. dollar raised the cost of a stay for 
foreign travellers. To counteract the 
downturn, the travel industry pressed the 
government to allow limited visa-free 
entry, and the authorities this year con- 
sented on a trial basis. Continuation in 
1995 has already been approved. 

Nationalities eligible for the privilege 
are advanced countries that maintain 
substantial trade relations with Taiwan: 
Australia, Austria, Belgium, Britain, 
Canada, France, Germany, Holland, 
Japan, Luxembourg, New Zealand and 
the United States. € 
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Games mascots preach harmony, but who's listening? 
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When Private Means Private 





Japan makes it possible for Taiwan’s Hsu to pay unofficial visit 


s Taiwan and China continue to fight their 
A war for recognition, Japan finds itself caught 
in the middle as host for this year’s Asian 
Games. The battle lines are familiar: Taipei trying 
to increase its international outreach and Beijing 
doing its utmost to prevent that from happening. 
Although the resulting flap has strained Japan's 
ties on both sides of the Taiwan Strait, the Japan- 
ese have at least begun to devise a policy of their 
own rather than implement one imposed on them. 
This time around, Taiwan thought it was close 
to a breakthrough when President Lee Teng-hui 
received an invitation from Sheik Ahmad al-Fahad 
of Kuwait, president of the Olympic Council of 
Asia, to attend the opening ceremony in Hiroshima 
on October 2. But combined pressure from China 
and Japan ultimately led the sheik to withdraw 
his invitation. Anti-Japanese sentiment in Taiwan 
rose, with some people even calling for a boycott 
of Japanese goods. 

As it turned out, Japan did show itself willing 
to allow a visit by a lesser Taiwanese political fig- 
ure, Vice-Premier Hsu Li-teh — albeit in his ca- 
pacity as chairman of the Taiwan bidding com- 
mittee for the 2002 Asian Games. Taiwan is anx- 
ious to play host to the games that year, and Hsu 
has the job of securing this honour. Beijing natu- 
rally voiced strong opposition even to the Hsu 
invitation, but this time the Japanese stood firm. 

At a meeting in New York, Foreign Minister 
Yohei Kono informed his Chinese counterpart, Qian 
Qichen, that while Japan would not deviate from 
its one-China policy, it would not allow China to 
dictate who could or could not enter Japan. Kono 
pointed out that the Taiwanese, aside from not 
being allowed to fly their national flag at the Asian 
Games, had the same rights as other participants, 
including the right to nominate three guests to 
attend the games. This did not persuade Qian, who 
continued to oppose the visit. Qian argued that 
allowing Hsu to visit would violate the Sino-Japan- 
ese agreement of 1972 that had led to normalisa- 
tion of relations between the two countries. 

This dispute reflects the importance Beijing at- 
taches to Japan. Pre- 
viously, when Lee 
visited the Philip- 
pines, Indonesia 
and Thailand, osten- 
sibly on vacation, he 
met with the heads 
of state of all three 
countries. China 
protested, of course, 
but the decibel 
count was much 
lower. China's more 
strenuous opposi- 
tion to Lee's trip to 
Japan shows that it 
cares much more 
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about the acts of major powers, such as the United 
States and Japan. Indeed, the Chinese fear a con- 
spiracy and have noted that this latest incident 
arose in the wake of Washington's decision to 
upgrade its relationship with Taiwan. 

So strongly do the Chinese feel that they have 
even threatened to oppose Japan's bid for a per- 
manent seat on the United Nations Security Coun- 
cil in retaliation for the Hsu visit. The official Peo- 
ple's Daily, in a commentary on September 25, had 
this to say: "What the Japanese Government did 
over the Asian Games shows that it is going fur- 
ther and further on the Taiwan issue. Japan is seek- 
ing a big power status internationally, and if it 
does so in such a way, it will not achieve its aim." 

This is a good time to assess the implications 
of China's strategy to isolate Taiwan internation- 
ally. For the sake of argument, let us assume that 
China is successful, and that a time is reached 
when no country in the world recognises Taiwan. 
What would that do to the right of individuals in 
Taiwan to travel freely? International human-rights 
accords recognise the right of people to enter and 
leave their own country, but if no other country 
will accept them, they will, in effect, have been 
deprived of that right. 


he American policy of allowing Taiwan's po- 
| litical leaders to transit their territory, but 
not to visit, would mean, in effect, that these 
people would be prisoners on their island, since, 
if no country will accept them, they cannot possi- 
bly pass through any other country while in tran- 
sit. A proper understanding of an unofficial rela- 
tionship with Taiwan should mean that people in 
Taiwan — including its leaders — should be free 
to make private visits. As long as the visit is truly 
private in nature, there should be no reason to 
prevent it from taking place. Otherwise, the gov- 
ernments of the world would be in danger of vio- 
lating the human rights of people who happen to 
also be political leaders of Taiwan. After all, po- 
litical leaders have human rights too. 

Such an example might be if Lee were to find 
himself offered an honorary degree by Kyoto Im- 
perial University, where he received his bachelor's 
degree in 1946. There is also talk of a reunion of 
the university's alumni. Such visits, carried out in 
the capacity of a private individual, should not be 
a problem. But Beijing feels otherwise. 

So, it now appears, does Washington. Assist- 
ant Secretary of State Winston Lord recently told 
the Senate Foreign Relations Committee that, if 
Cornell University, from which Lee received his 
doctorate in 1968, offered Lee an honorary degree, 
he would not be allowed to enter the country to 
receive it. What it all suggests is that America and 
other nations that recognise Beijing have a long 
way to go before they develop a truly unofficial 
relationship with Taiwan, one able to differentiate 
between private visits and official visits. " 
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A quick conference (/eft) and a quick exit at the Cricket Sixes in Hong Kong. 
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Bowled Over 


It's fun, it may be profitable, but is it cricket? 





By Nury Vittachi - 





Her Majesty the Queen twice in the 

same evening, once in a palace, and 
once in a prison. But that prospect recently 
faced the English cricket team in Hong 
Kong, here for the two-day International 
Cricket Sixes tournament. 

They began their visit to the colony 
with a round of gin and tonics at the 
mansion on the hill occupied by Gover- 
nor Chris Patten. There they talked about 
their noble sport, evoked in the minds of 
Englishmen abroad by memories of "the 
sound of leather against willow." 

The team then stopped by Yelts Inn, a 
Russian theme bar. Soon after, a posse of 
policemen charged in and locked the 
doors behind them. The bar, licensed as a 
members-only club, was not allowed to 
sell alcohol to the public. Fortunately for 
the worried cricketers — due to play in 
front of thousands of fans 36 hours later 
— two of their minders were former mem- 
bers of the Royal Hong Kong Police Force. 


i t isn't usual for people to be guests of 
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The incident was painlessly resolved. 

This interplay between the gentle- 
manly world of cricket and the realities 
of business in Hong Kong was also in 
evidence within the grounds — although 
in a far happier way. Cricket-match at- 
tendance in England, the home of the 
game, has been on a steep downturn over 
the past 30 years. Corporate sponsorships 
of tournaments, managers now realise, are 
its only salvation. Two Asia-founded com- 
panies, Cathay Pacific Airways and Wharf 
(Holdings), picked up the tab for the ma- 
jor costs of the Cricket Sixes. 

People from the Indian subcontinent 
and Australasia adore cricket. But there is 
some doubt that other Asians can be per- 
suaded to take an interest in the game — 
arguably the most esoteric major interna- 
tional sport. What other game is there in 
which activity can continue for an hour 
with no “runs” — cricket's units of 
achievement — being scored? Even more 
baffling than the languid rules of play are 
the titles of the players: "Short leg," 
"square leg" and "silly mid-on" are not 
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jokes, but abbreviated descriptions of play- 
ers’ positions on the field. "Silly mid-on,” 
for example, is the most dangerous place 
to stand; it’s short for “SILLY fool in the 
MIDdle of his patch head-ON to the ball.” 
At the Hong Kong games, a colourful 
melange of expatriates from Britain, the 
Indian subcontinent and Australia clearly 
understood the complex game — and 
relished in it. But most of the local Can- 
tonese people present weren’t spectators; 
they were relieving cricket fans of cash in 
exchange for snacks and jugs of beer. 
Even with a backdrop of palm trees 
and skyscrapers, it was a quintessentially 
English occasion, with the crowd shout- 
ing out phrases such as: “Howzat,” “Tre- 
mendous catch, sir,” and, in the case of a 
close call: “If the wicket had an extra layer 
of varnish, you would have been out!” 
Although the atmosphere was jovial, 
there seemed to be a ghost present. Much 
of the crowd’s enjoyment at a cricket 
match comes from the genteel English 
commentary that oozes from the radio. 
Its greatest proponent was Brian Johnston 
OCTOBER 


13, 1994 
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(known as “Johnners”), a favourite com- 
mentator for more than four decades. He 
died in January, aged 82. Lamented Bri- 
tish Prime Minister John Major: “Summers 
will never be the same." 

The complexity of cricket's jargon re- 
sults in some outrageous turns of phrase. 
Some of the comments spouted at the 
games here included: "Fred Titmuss has 
two short legs, one of them square," 
"Well, there's Neil Harvey, standing at 
slip with his legs wide apart waiting for a 
tickle,” and “Ray Illingworth has just re- 
lieved himself at the Pavilion end." 

When a player is defeated without hav- 
ing achieved any runs, he is said to have 
scored a "duck" (short for "duck's egg," 
the shape indicating zero). This term 
causes much merriment, particularly in 
the oft-told, but probably apocryphal, tale 
of a Sri Lankan cric- 
ket fan whose wife 
was in hospital about 
to deliver a baby. He 
accidentally dialled 
the cricket club in- 
stead of his wife's 
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hospital bedside. 
When he asked: 
^What news?" a 


voice replied: "We've 
got four out already 
and hope to have the 
rest out before lunch. 
And by the way, the 
last one was a duck." 

The big-name 
draw at the Hong 
Kong tournament was Brian Lara, a 
Trinidadian who holds the game's major 
records. Cricketers usually feel the glow 
of pride when they achieve 50 runs and 
celebrate when they get 100 runs — also 
known as "a century" — in a match. 
Lara, a left-handed batsman aged 24, 
achieved a world-beating score of 375 in 
a single game this year, followed shortly 
by a score of 501 at a game in England. 
"He's the hottest player in the game," 
says Papu Bulani, of Cricket World In- 
ternational Ltd. 


о one knows who invented cricket, 
N but a reference to a game called 

"Creag" appears in the household 
accounts of King Edward I of England, 
around the year 1300. In 1666, when the 
Great Fire of London forced King Charles 
II to move out of his court, inhabitants of 
St Albans amused him with their game of 
"crickett." Ten years later, a group of Eng- 
lishmen from the Royal Navy landed at 
Antioch in the Middle East and played a 
game of cricket in the city of Aleppo. 

It's a long way from Aleppo to Hong 
Kong, and a long way from a game with 
a bat and a ball to a tournament in which 
teams are flown in free from around the 
world and housed in world-class hotels. 
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"Its a gamble," says Nick Thompson, 
spokesman for Wharf. “If it had rained, 
the whole thing would have been off." 
Cathay Pacific and Wharf won't say 
what it cost to sponsor the tournament. 
Clearly, they hope the Cricket Sixes will 
emulate a similar annual sports tour- 
nament in Hong Kong, the Rugby Sevens. 
It has become a riotously successful an- 
nual pilgrimage 
for 40,000 rugby 
fans from around 
the world. They 
pour into Hong 
Kong every 
spring, spending 
HK$80 million 
(US$10 million); 
the sponsors’ 
names (Нопр- 


Cricket Basics 


> Two batsmen take turns facing 
the opposing team's pitchers, or 
"bowlers." They try to hit the ball 
as far as possible, scoring by run- 
ning between the "stumps," or 
bases, while it's being retrieved. 


> If the ball reaches the edge of 
the field, the batting team auto- 
matically gets four runs, or six if it 
doesn't hit the ground first. 


> If the bowler knocks down one 
of the three wickets (the uprights 
that form the stumps) the batsman 
is replaced. 


№ If a member of the other team 
catches the ball before it hits the 
ground, the batsman is replaced. 


>» When all the batsmen are out, 
or their team “declares” (voluntar- 
ily leaves the field because it has 
amassed a high score), the teams 
exchange roles. ы 
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kong & Shanghai Banking Corp. and Ca- 
thay Pacific) appear on sports TV pro- 
grammes all over the world. 

"The Rugby Sevens' success is due to 
its being a combination of sporting tour- 
nament and Mardi Gras," says Rod Ed- 
dington, managing director of Cathay Pa- 
cific. "The Cricket Sixes is establishing it- 
self in the same vein." Although only 5,000 
people came to 
watch the Cricket 
Sixes, and some 
200 tickets were 
left unsold, the 
sponsors see a 
payback in TV 
coverage. Laurie 
Ward, executive 
producer of BBC 
Worldwide, esti- 
mates that the 
games would be 
broadcast in 70 
Cricket and carnival: countries. 
Hong Kong has A 
found a recipe 
to keep the game 
alive. 
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similar 
tournament of 
six-a-side cricket 
had been organ- 
ised at the Oval, an international-class 
cricket ground in south London. But so 
few paying spectators turned up that the 
organisers did not have enough cash to 
pay the players, and the event was aban- 
doned long before its scheduled close. A 
cricket match, ignored in England, but vir- 
tually a sell-out in distant Hong Kong? 
Johnners would have been spluttering in 
his commentary box. 

A corporate-backed, festival-style 
event (six-a-side games are shorter and 
more active than standard matches) 
seems to be the recipe for keeping the 
game alive. In Hong Kong, a brass band 
played, adding to the carnival atmos- 
phere in the stands. The players were 
bent on having a good time, too. A jour- 
nalist asked English bowler Gladstone 
Small whether the teams had a rule 
against drinking the day before the 
match. Small replied that yes, there was 
a rule: “We have to stop drinking an hour 
before the match." 

Towards the end of the tournament, 
which England won, Australia’s Merve 
“The Swerve” Hughes, tried to catch a 
ball that seemed to be descending from 
the upper stratosphere. It slipped through 
his fingers, and an Australian section of 
the crowd threw objects at him — includ- 
ing a can of beer. Merve caught it, tore 
off the pull tab, and poured the contents 
down his throat. 

In Hong Kong, that was a forgivable 
breach of the rules — and the crowd 
cheered. In England, it would have been 
a case of: “That’s not cricket.” и 


Nury Vittachi is a senior writer of the Review, 
based in Hong Kong. 
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Eunuch on the High Seas 





When China Ruled the Seas by Louise 
Levathes. 

Simon & Schuster, 1230 Avenue of the Americas, 
New York, N.Y. US$23. 





The book is unassumingly slim: 203 
pages plus notes. And the period it cov- 
ers — 28 years in the early Ming dynasty 
— is esoteric. But this is not an academic 
dissertation on a slice of history whose 
only virtue is obscurity. Rather, Louise 
Levathes’ When China Ruled the Seas — 
The Treasure Fleet of the Dragon Throne, 
1405-33 offers a lively, interesting and 
highly readable account of a time when 
“China could have become the great co- 
lonial power, a hundred years before the 
great age of European exploration and 
expansion.” 

China then controlled the trade routes 
in the South China Sea and Indian Ocean, 
wielded political influence throughout the 
region, and had the technological edge 
over nations East and West. The 
key to Chinese power was a fleet 
of more than 300 ships, ranging 
from swift patrol craft to lumber- 
ing cargo ships, from utilitarian 
water tankers to majestic treasure 
ships measuring some 600 by 250 
feet. On some of its seven expedi- 
tions, this fleet was manned by as 
many as 27,000 crewmen under 
the command of the eunuch ad- 
miral Zheng He. 

To explain the advent of this 
fleet, which dazzled spectators 
from Africa’s eastern coast to the 
Persian Gulf, Levathes follows the 
intertwining threads of navigation, 
politics, imperial succession, phi- 
losophy, culture, finance, com- 
merce and technology. And in the 
last chapters, she speculates on the 
fleet’s long-lasting impact on the 
region. Along with gifts of porce- 
lain, silk and other treasures, the 
Chinese emperor sent calendars, instru- 
ments and books that effectively dissemi- 
nated Chinese culture. The fleet also left 
a trail of dissatisfied sailors who jumped 
ship and may have founded small trad- 
ing communities throughout Southeast 
Asia. 

Like all well-written history, When 
China Ruled the Seas never oversimplifies, 
but outlines patterns, connections and the 
personal dimension of events. 

We learn first of the philosophical con- 
text in which actions unfold: the belief that 
China had to display its superiority to 
gain the allegiance of foreign nations, and 
the perennial tension between the Confu- 
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cian ideals of self-sufficiency on the one 
hand and curiosity about the outside 
world and its riches on the other. The lat- 
ter gave rise to an ongoing power strug- 
gle between Confucian scholars and eu- 
nuchs. We also learn that the Ming em- 
peror usurped the throne. 

There are two ways of viewing the 
fleet: as the symbol of the eunuchs’ tem- 
porary ascendancy over the scholars, and 
as a symptom of Zhu Di's lust for legiti- 
macy — for what better way to prove 
one's claims than a stream of foreign am- 
bassadors swearing allegiance and bear- 
ing exotic gifts. Especially when these in- 
cluded giraffes that resembled the mythi- 
cal kylin, an animal believed to appear 
only in times of great prosperity. 

Zhu Di's personal ambitions, in turn, 

spurred shipbuilders to produce China's 
largest ships, building on technological 
advances such as water-tight bulkheads 
and balanced rudders that were not in- 





Zheng He, the emperor's admiral. 


troduced in Europe until 500 years after 
the Treasure Fleet had been dismantled. 
Zhu Di gave pharmacologists the oppor- 
tunity to collect and study an unprec- 
edented array of foreign medicinal herbs. 
And the technology of so-called "fire- 
weapons" literally exploded. 

When China Ruled tlie Seas reports on a 
period that historians East and West have 
for a variety of reasons (outlined in the 
book) overlooked or played down. It 
draws on sources that academics have 
heretofore not looked at in conjunction, 
notably the widely divergent Ceylonese 
and Chinese accounts of Zheng He's voy- 
age to the island in 1409. It brings history 
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alive with anecdotes and facts, such as 
what rules governed sexual behaviour at 
court. And, finally, it challenges 20-cen- 
tury observers to view these 15th-century 
exploits in a fuller, more comprehensive 
way. 

The voyages were trade missions, but 
they also served the emperor's political 
agenda, facilitated scientific exploration, 
provided chronicles of the social customs 
of other people, and offered an alterna- 
tive to colonialism as practised by the West 
centuries later. m Lee Adair Lawrence 


Lee Adair Lawrence is a writer based in Wash- 
ington. 





China Doors 


Covering China: The Story of an American 
Reporter from Revolutionary Days to the 
Deng Era by John Roderick. 

Imprint Publications, 100 E. Ohio St., Chicago, 
Illinois, US$39. 95. 








Тһе main difference between John 
Roderick's long-awaited book and others 
that line the shelves marked "China" is 
that he worked in that country for ex- 
tended periods and knew and talked with 
Mao Zedong, Zhou Enlai, Chiang Kai- 
shek, Zhu De, Liu Shaoqi, Jiang Qing, Lin 
Biao and Deng Xiaoping. 

First-hand glimpses and anecdotal 
sidebars to momentous events, conversa- 
tions with the major players and the con- 
tinuity of being the Associated Press' lead- 
ing China-watcher for 31 years make this 
a special and exciting book. 

Roderick, 80, who retired from AP in 
1984, wrote the book in Honolulu and 
Kamakura, Japan, where he lives in a 260- 
year-old farmhouse. John Hohenberg, sec- 
retary of the Pulitzer Prize committee, 
once described Roderick as the corre- 
spondent who most influenced American 
opinion on China. 

And when Roderick returned to China 
in 1971 via Hong Kong, accompanying 
the United States ping-pong team in its 
historic, pre-Nixon visit to Beijing, his old 
acquaintance, Premier Zhou Enlai, greeted 
him in the Great Hall of the People and 
said: "Mr. Roderick, you opened the 
door." 

Roderick reopened the AP Beijing bu- 
reau after a 30-year hiatus in 1979 and 
remained there, reporting on the rise of 
Deng Xiaoping, for the next 18 months. 
"| have often wondered whether the 
American view of China might have been 
different if we had been allowed to re- 
port on the scene from 1949 to 1979," 
Roderick says in the book. 

In the Epilogue, Roderick reminisces 
sentimentally over the old days and 
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yearns for the "beautiful Beijing of the 
1940s." He says he still sees in his mind 
the antagonists and protagonists of the 
day "so vividly they seem alarmingly 
alive." 

"You may ask why, among the many 
people of all kinds I have known in a half 
century of journalism, this should be so. 
The answer is that my China experience 
was a rare one. How many persons are 
privileged to have been eyewitnesses, not 
only to a revolution, but to the first 35 
years of the government and society it 
produced?" 

Roderick's astuteness in the book is not 
confined to analysing Chinese comrades 
and revolutions: “I joined the Associated 
Press news agency at the age of 22 and 
was its faithful, if often critical, servant 
for 47 years. Its high standards of report- 
ing — objectivity, accuracy and speed — 
and its insistence on fairness, giving both 
sides of the story, commanded my loy- 


Troubled Angels 





Bight of Bangkok: A Collection of Short 
Stories by Michael Smithies. 

Heinemann Asia, 37 Jalan Pemimpin, Union 
Industrial Building, Singapore. US$4.50. 





АП is not happy in the Land of Smiles, 
as Michael Smithies reminds us in Bight 
of Bangkok, a baker's dozen of short fic- 
tional accounts, nearly all inspired by 
strange-but-true reports in the Bangkok 
press. 

While the traditional image of Thais 
as gentle, unpretentious people fully 
content with rice in their paddies, fish 
in their streams and Buddhism in their 
hearts might be advocated by slick tour- 
ist promoters, Smithies clearly succeeds 
in his goal of exposing "something of 
the underbelly of the country." Thai- 
land's incredible economic growth has 
brought unprecedented opportunities 
and, at the same time, has caused mas- 
sive disruptions that threaten Thai so- 
ciety. 

To the casual tourist in Bangkok, 
these societal ills might appear as an 
obvious overabundance of pollution, 
prostitution and traffic. As a widely 
published scholar with more than 30 
years of experience in Southeast Asia, 
Smithies goes beyond these symptoms 
and addresses the more fundamental 
forces at play as Thailand moves inexo- 
rably from an agricultural-based, vil- 
lage-centred and family-oriented coun- 
try to a modern, industrial, urban na- 
tion. To Smithies, Bangkok, the City of 
Angels, is also socio-economic hell; the 
stories contain powerful examples of 


alty despite its often niggardly approach 
to financial reward." 

Roderick met Deng Xiaoping many 
times and they had a last long talk to- 
gether in 1980 as the American corres- 
pondent prepared to leave the Chinese 
capital. Roderick remembers that Deng 
was angered by a statement made by a 
professor and party member who said the 
U.S.-China relationship was viewed as a 
tactical one from the Chinese side, sug- 
gesting it could be broken off whenever 
it suited either party. 

“Не went haywire," Deng told Rode- 
rick. "He was absolutely wrong. It was a 
major strategic decision. Mao Zedong and 
Zhou Enlai made the original decision [to 
improve ties with the U.S.] and we are 
carrying it out. It is not a short-term one." 
Deng told Roderick that during two ma- 
jor purges he was under Mao's protec- 
tion from the aimless cruelty of the Red 
Guards. 


unbent materialism, en- 
demic corruption and 
gross inequality. 

Consider the case of 
Khun Suwit, "a fairly or- 
dinary person" from up- 
country who greedily sells 
his two teenage daughters 
to Mother Prissana, the 
provincial madame, in ex- 
change for a red 125-cc 
motorbike. The girls are 
shipped off to a Bangkok 
brothel and Suwit putters 
about on his new acquisition until his 
daughters forsake their calling and re- 
turn home. 

A furious Prissana repossesses the 
bike and blames Suwit for his daugh- 
ters' failure to complete the deal. After 
all, explains Prissana, "they weren't 
chained to the bed or anything. No 
kinky stuff, either." Suwit, having lost 
face, files charges against Prissana for 
procuring prostitutes and through the 
good (if corrupt) offices of Policeman 
Smarn, a compromise is reached with 
bribes being paid by each aggrieved 
party. The hooker is off the hook and 
Somsong, Suwit's long-suffering wife, 
comes to her husband's rescue by hand- 
ing over her nest egg to the authorities. 
But the daughters "found life so boring 
back in the village that after only a week 
or so they went back to the bright 
lights." 

Writing in a straightforward style, 
Smithies masterfully captures the raw, 
rough side of Thai life with his vignettes 
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The Chinese leader, then 75, said: "We 
will always be a Third World country, 
never a superpower. By the end of the 
21st century, we may be powerful and 
rather rich, but not so rich or powerful. 
We are big but poor and never will bully, 
exploit or enslave other countries." 

Asked if he thought Chinese students 
studying in America might return to over- 
throw socialism and install democracy, 
Deng said: "That is possible. But the bene- 
fits of learning are big. Even my own son, 
now studying in America, may be will- 
ing to betray his country. I don't worry 
about it. And, anyway, it won't matter. 
He is one of many." 

The book suffers from the lack of an 
index, and one wonders why this fine 
memoir could not find a larger publisher. 
Otherwise, it is a diamond in the rough. 

m Edward Neilan 


Edward Neilan is a journalist based in Tokyo. 
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A Collettion of Short Stories 





Michael Smithies 


dealing with such diverse 
topics as the three-year- 
old  cigarette-smoking 
Buddhist faithhealer of 
Isaan; the dog who likes 
farang (Westerners) and 
Chinese; Mongkol, the 
transvestite with a heart of 
gold, and Nit, a "You No. 
1!” seductress who robs 
her Japanese john-san. 

The author has an eye 
for detail and a practised 
hand for entertaining 
prose. Thus, Montana, the 
mean-spirited wife of an 
army colonel, is described 
as a woman who “spent hours in the 
hairdresser’s, who worked up her natu- 
rally limp hair into a vast beehive at 
least three times a week. There she list- 
lessly turned over the pages of wom- 
en’s magazines, without a thought pass- 
ing through her head.” 

Despite their varied subject matter, 
these stories share a common trait; they 
all contain a strong mix of sadness and 
insight. The reader may shed a tear in 
commiseration for another Thai life ru- 
ined; however, he will gain a much 
more realistic view of Thailand. 

Smithies does not pretend to offer a 
“pretty-pretty” account and conse- 
quently, some readers might consider 
the author's tone too harsh and too criti- 
cal. For this reviewer, this book is as 
rewarding as a breath of fresh air in 
Bangkok and a lot easier to find. 

m John Woodward 


John Woodward writes on Asian affairs from 
Bangkok. 
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Thailand's auto industry has benefited from a rapidly expanding market and a revamped trade policy. 


Into Top Gear 


America's Big Three car makers are trying to break Japan's 
stranglehold on Southeast Asia's booming auto markets — 
but there are many bumps on the road ahead. 


By Gordon Fairclough in Bangkok 


Pal Singh's office is bare. 
There are no pictures on 
the walls. Papers are piled 
on the floor. Singh, the 
representative in Bangkok 
for American car maker 
General Motors (GM), shares receptionists 
and secretaries with other firms in a suite 
of temporary offices. "It's not quite what 
I'm used to," admits Singh, who recently 
arrived in Thailand from Europe, where 
he worked for GM's German subsidiary, 
Adam Opel. "Fortunately, we'll be mov- 
ing soon." 

GM may still be in temporary quarters 
two years after its return to Thailand, but 
it has high aspirations. Singh says the 
company wants to sell 20,000 Opels a year 
in the country by 1998. If all goes accord- 
ing to plan, many of those cars will be 
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made locally. "We all realise how impor- 
tant Asia and the Pacific Basin are," Singh 
says. "We are very serious about our in- 
volvement in this market." 

GM is part of a first wave of American 
car makers that have recently established 
a beachhead in Thailand. The lure: a fast- 
growing market, a revamped trade policy 
that lowers import barriers and a range 
of government incentives designed to en- 
courage the auto industry. Those attrac- 
tions are helping to turn Thailand into 
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Southeast Asia's auto-manufacturing cen- 
tre — and a key battleground in Ameri- 
can firms' efforts to topple the Japanese 
makes that have long dominated the re- 
gional market. 

Buoyed by strong sales at home, 
America's two other car giants, Ford and 
Chrysler, are also looking to expand in 
the region. Together with GM, they are 
marketing their right-hand drive vehicles 
in Southeast Asia and inv esting in local 
manufacturing facilities. Detroit's Big 
Three "have got to be here," says Michael 
Dunne, director of Automotive Resources 
Asia, a Bangkok-based consultancy. "If 
they still want to be competitive in 10 
years, it's a strategic imperative." 

It's not hard to understand why. South- 
east Asia is home to some of the world's 
fastest-growing auto markets. Nearly 1 
million cars and trucks were sold in the 
six Asean countries (Brunei, Indonesia, 
Malaysia, the Philippines, © Singapore and 
Thailand) last year, more than twice the 
number sold in 1989. Analysts expect sales 
to double again by 2000, as the region's 
economies continue to expand and per- 
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sonal incomes climb. 

The numbers may seem small 
compared with the 14 million ve- 
hicles sold last year in the United 
States. But the big markets in the 
developed world don't have 
Southeast Asia's rapid growth. 
"The whole region is bubbling," 
says Bernard Faibeaux, director of 
Asean business development at 
Ford Motor. "We can't rely on 
mature markets like Europe and 
the U.S. for our business in the 
next century." 

The Americans also see their 
thrust into Southeast Asia as an 
important part of their global strategy. 
Having regained their strength after a 
bruising battle with the Japanese in the 
U.S., the Big Three are launching a coun- 
ter-attack. Says Timothy Suchyta, Chrys- 
ler International's regional director for 
Southeast Asia: "If you allow your oppo- 
nent to be comfortable in his backyard 
while he's attacking you in yours, that's a 


silly strategy." 
Р market won't be easy. American car 

makers, put off by political and 
economic risks, pulled back from the re- 
gion in the late 1970s. But the Japanese 
held their ground, and now have a vir- 
tual lock on the market. More than 90% 
of all vehicles sold in Thailand, Indone- 
sia and the Philippines are made by 
Japanese companies. What's more, the 
Japanese have assembled strong networks 
of parts suppliers, dealers and service cen- 
tres that leave the Americans scrambling 
to catch up. 

Indeed, Japanese auto makers have 
spent decades learning the ins and outs 
of Asean's highly protected markets, as 
well as how to influence local govern- 


reaking into the Southeast Asian 


ments' policies. Indonesia, Malaysia, the 
Philippines and Thailand are all trying to 
build up their local auto industries. And 
all have instituted high tariffs, quotas, and 
other measures to keep foreign-built ve- 
hicles out in order to foster the develop- 
ment of domestic manufacturers. 

Lately, there have been some changes 
to this pattern. In 1991, Thailand slashed 
import duties on vehicles and parts, be- 
coming a pace-setter in auto-trade liber- 
alisation. Other countries are following 
suit, although more slowly. Last year, In- 
donesia lifted its ban on imports of as- 
sembled cars, although it still imposes 
steep tariffs of 175-275%. 

Malaysia, which is trying to protect its 
national car maker, Proton, still controls 
vehicle imports through a highly restric- 
tive quota system. The Philippines, how- 
ever, plans to liberalise car imports by 
1998, with total deregulation to follow by 
2000. 

The Asean Free Trade Area agreement 
and the conclusion of the Uruguay Round 
of Gatt will cut trade barriers further still. 
But for the time being, the Asean market 
remains fragmented. And tariff walls will 
continue to mean high returns for those 
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Population 58 million 20 million 181 million 63 million 
ies nominat Us$2,412 | || | ussa.230 US$650 US$850 
GNP growth rate 1993 7.5% 6.6% 2.1% 
| Vehicle growth 1989-93 210% 42% 329% 
Product mix 1993 20 80 
Japanese models' share 93% 95% 92% 
Total sales 1993 450,000 165,000 220,000 87,000 
Forecast for 2000 900,000 400,000 | 375,000 185,000 























Source: Automotive Resources Asia, Review Data 
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Malaysia’s national car maker is still heavily protected. 
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on the inside. “Profit margins 
here are at least double what you 
find in North America,” says 
Dunne of Automotive Resources 
Asia. 

This realisation has helped 
prompt a surge of investment in 
the region by American firms in 
the last two years. GM and its In- 
donesian partner, Garmak Mo- 
tors, for example, have poured 
US$110 million into a factory on 
the outskirts of Jakarta. The first 
batch of Opel Vectras rolled off 
the assembly line in August. A 
smaller Opel model and the 
Chevy Blazer, a light truck, are likely to 
be added within a year. GM officials say 
they soon expect to be churning out a to- 
tal of 15,000 vehicles a year in Indonesia. 

Chrysler, too, is launching a manufac- 
turing venture with a local partner. It has 
joined with Swedish Motors, a listed Thai 
company that assembles Volvos, to build 
Jeep Cherokee sport utility vehicles and 
Jeep Wranglers. Production of 2,000 vehi- 
cles a year should start at a Bangkok plant 
next April, according to Chrysler’s 
Suchyta. Chrysler licensees are already 
making 1,200 Jeeps annually in Indonesia 
and 840 vehicles a year in Malaysia. 

Meanwhile, Ford is considering open- 
ing a pick-up truck factory in Thailand in 
a joint venture with Japan’s Mazda Mo- 
tor, in which it holds a 25% stake. A fea- 
sibility study is to be finished by early 
next year with a tentative start-up date of 
1998. 

American parts companies are also 
moving into the region. Ohio-based Dana 
Corp., one of the largest independent 
parts producers in North America, has 
formed a joint venture to make drive 
shafts in Thailand. Its first customer will 
be Siam Motors, a joint venture which 
makes vehicles for Nissan of Japan. “Our 
customers are here, so Thailand is where 
we should be,” says Roy Swagger, a Dana 
vice-president. 

Dana won't be the only one. At the 
end of September, representatives of 11 
American car-parts firms toured Bangkok, 
Jakarta and Kuala Lumpur on a corpo- 
rate matchmaking expedition arranged by 
the U.S. Department of Commerce. The 
goal: to promote exports and investment 
by establishing connections between the 
parts makers and businessmen in Asean. 

Charles Knight, Tokyo-based director 
of Asian business development at Ameri- 
ca's UTAutomotive, an auto-parts division 
of United Technologies, notes that his 
company already has three factories in the 
Philippines, and is considering new manu- 
facturing or sales operations in Thailand, 
Indonesia and Malaysia. Says Knight: "If 
you want to be a global supplier, you have 
to be in this fast-growing market." 

Japanese car makers aren't standing 
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still either. With Japan's domestic auto 
market only now recovering from its 
worst recession in 50 years, Southeast 
Asia's growing markets are increasingly 
important. Slow growth at home, coupled 
with a strong yen, is prompting Japanese 
firms to move more of their manufactur- 
ing operations to Southeast Asia. Much 
of their recent focus has been on Thai- 
land, which Takuma Sato, president of 
Toyota Motor Thailand, predicts “will 
become the most important production 
base within Asean." 

For example, Toyota, Japan's biggest 
car maker, is building a Baht 7 billion 
(US$280 million) factory in Thailand that 
will boost its production capacity in the 
country to 200,000 vehicles per year by 
1996, up from the current 150,000. That 
will make Thailand the company's larg- 
est manufacturing base outside Japan and 
North America. 

Honda also is expanding. Saichiro 
Fujie, president of Honda Cars (Thailand), 
says the company is soon to begin con- 
struction of a car factory in Ayuthya, a 
province just north of Bangkok, that will 
have an initial capacity of 60,000 vehicles 
a year. 

There are many reasons for the Japan- 
ese interest in Thailand. First, the country 
has 58 million people and an economy 
which has been growing at an average 
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clip of nearly 8% a year for almost a dec- 
ade. Thais bought 456,000 cars and trucks 
last year, nearly half the Asean total. And 
the country is second only to the U.S. in 
terms of production and sales of one- 
tonne pick-ups. 

By 2000, analysts say, annual sales of 
all vehicles in Thailand are likely to hit 
800,000. This provides the kind of domes- 
tic market necessary to support manufac- 
turers as they begin exporting. 

Government policy is also helping. 
^We have no policy to develop a national 








“The service 
mainly. It's 
impeccable." 


HOTEL LOTTE “GMAT yy 


OUI. KOREA 














Earl S. Moore. Jr. President of Asia Pacific Marketing 


We're pleased that a good and growing number of our 
guests come back to stay with us. 

Why? As Mr. Moore of Asia Pacific Marketing, 
explains, it's the "impeccable service" they appreciate 
most. 

"Discrete and unobtrusive,” in Mr. Moore's words. 
While the reasons vary from one return guest to the 
next, they all share an uncompromising taste for 
excellence. 

At Lotte they find excellence in service and facilities. 
Shouldn't the Lotte be your hotel in Seoul? 





Tokyo (03) 3564-1462. Osaka (06) 


SN 


For Reservations:N.Y. (201) 944 1117 Toll Free 800.22 LOTTE, L.A. (310) 540-7010. Toll Free 800 24 LOTTE 


Hotel Lotte:C PO Вох 3500 Seoul, Tel: (02) 771-1000, Fax (02) 752-3758 


263-1071/2, Fukuoka (092) 413:5001/2 








ОМПЭ7 AVH/OIHdVHO M3IA3H 











car," says Savit Bhotiwihok, the minister 
in the prime minister's office responsible 
for industrial development. “We want to 
take the necessary steps so various brands 
can use Thailand as a production base." 

The country also has a strong and ca- 
pable parts industry — the best in the re- 
gion, say both Toyota's Sato and Japan's 
Ministry of International Trade and In- 
dustry. The Thai Government has en- 
forced stringent local-content rules, requir- 
ing foreign assemblers to buy a growing 
proportion of their parts from local pro- 
ducers. Local-content requirements range 
from 54% for cars to 70% for one-tonne 
pick-up trucks. 

Faced with these rules, Japanese auto 
makers have pushed the companies that 
supplied their parts at home to set up 
operations in Thailand. Many have, and 
Toyota and others have pieced together 
supplier networks that closely resemble 
their keiretsu systems in Japan. (These are 
largely closed networks of long-term buy- 
ers and suppliers, usually with cross- 
ownership.) The Japanese have also 
worked closely with local-parts makers, 
helping to boost quality and cost-competi- 
tiveness in order to maintain Japanese 
product standards. 

More Japanese parts-makers are likely 
to arrive in the near future, as car makers 
start gearing up for higher-volume pro- 
duction. Japan's bureaucrats are encour- 
aging them to come, as is the Thai Gov- 
ernment, which is offering tax breaks and 
other incentives such as duty-free imports 
of capital machinery, to promote auto-in- 
dustry investment. 

Thailand, meanwhile, is also trying to 
make its auto industry strong enough to 
compete in export markets. In 1991, the 
government slashed import duties on auto 
parts, cars, trucks and vehicle-assembly 
kits in an effort to force the local industry 
to become more efficient. Tariffs on vehi- 
cles with engines larger than 2.4 litres, for 
example, were cut to 68%. For smaller 
vehicles, the rate dropped to 42%, while 


| duties on parts fell to 20%. 


"Thailand has decided that cutting tar- 
iffs is the way to develop the auto indus- 
try,” says Richard Doner, a political scien- 
tist and expert on Southeast Asia's auto 
industry at Emory University in Atlanta. 
"These two things didn't use to go to- 
gether. Now it's perceived that they do." 

The strategy seems to be paying off. In 
1993, Thailand exported more than 12,000 
vehicles, over 8,500 of them pick-up 
trucks. This is double the number ex- 
ported the previous year. In the future, 
says Toyota's Sato, Thailand could export 
pick-up trucks in kit form for assembly in 
other Asean countries. 

The Americans, too, think Thailand's 
parts supply-base makes it a potential pro- 
duction hub. Chrysler's manufacturing 


| venture in Thailand may eventually pro- 


OCTOBER 13, 1994 


best expressed in our staff. People from 
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culture and needs, perfectly. From the 
moment you make your reservations, 
you'll see that international spirit at 
work, in the smiles and personal 
attention you'll receive. And with our 
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At Gulf Air, our international spirit is 
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with your personal schedule. 

Wherever you're from, wherever 
you're going, on Gulf Air you'll always 
find friendly faces, and a smile that you 
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n choosing client/server 


technology, HongkongBank took the needs 


of millions of people into account. 


As a leading international bank 
with some 580 offices in 27 countries 
around the world, HongkongBank 
wanted a teller system that could 
support the Bank's expanding global 
operations. 

However, with customer service 
as a priority, the Bank also wanted a 
system with the flexibility to allow 
branches to quickly deliver a wide 
range of products and services to meet 
the diverse and growing needs oftheir 
millions of customers. 

The solution was a network of 
STOS intelligent workstations running 
Unisys FSA Finesse financial software. 
Today, there are over 10,000 work- 
stations installed in HongkongBank's 
retail branch offices - worldwide. 

The system provides the Bank 
with a myriad of new capabilities 
for both its teller and customer 
service operations, including electronic 
customer signature storage, local 
electronic reports, credit scoring for 
quick customer loan processing, and an 


automated telephone-banking system, 
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among others. 


The Bank has seen significant 
improvements in productivity and 
customer service. Not only has training 
time for tellers been reduced by 
some 30 percent but there has been 
a marked reduction in the time it takes 
to process a customer transaction - in 


many cases by over 20 percent. 
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duce right-hand-drive Jeeps for export to 
other Asian markets, says David Howard, 
the venture's president. Ford also envi- 
sions its planned pick-up plant produc- 
ing for domestic and foreign markets. 

It may be difficult for the Americans 
to take advantage of the existing parts 
capacity, however. Many local parts mak- 
ers are linked to Japanese producers; some 
experts say this may make them unwill- 
ing or unable to supply American com- 
panies. Moreover, some U.S. parts firms 
may be reluctant to set up shop in Thai- 
land because their competition is so firmly 
entrenched and the demand from Ameri- 
can assemblers will initially be so low. 

The Japanese are meanwhile able to 
reap economies of scale by mass-produc- 
ing parts in different countries and ex- 
changing them under Asean's brand-to- 
brand complementation scheme, which 
grants participants favourable tariff treat- 
ment. Under the arrangement, for exam- 
ple, Toyota makes transmissions in the 
Philippines and engines in Thailand, ship- 
ping them between its plants in the two 
countries. Tariffs on such exchanges are 
half the normal rate. The Americans, who 
lack the regional spread of many of the 
Japanese companies, will have a 
harder time. 

Another problem facing U.S. en- 
trants may be to convince both local 
and American parts suppliers that 
they will be there for the long-term. 
“A lot of people ask me: 'How much 
commitment are you really going to 
make to the market?" says 
Chrylser's Howard. 

Potential customers will also need 
some convincing. One reason that 
Japanese cars have become so popu- 
lar is an extensive after-sales service 
system. It will take the Americans a 
long time to build up dealer and 
service networks to rival those of the 
Japanese. Toyota, the best-estab- 
lished, has nearly 300 service outlets 
in Asean. 

But in Thailand, liberalisation has 
meant a declining market share for 
Japanese car makers. Imports ac- 
counted for 25% of total car sales in 
the first seven months of 1994, up from 
12% in 1992 — a clear reflection of lower 
duties. Non-Japanese brands have been 
the ones to benefit from this trend. Japan- 
ese companies' share of car sales dropped 
to 72% in the first seven months of this 
year from 79% in 1993. 

As a result, Japanese companies are 
likely to use the influence they have built 
up over decades to slow the pace of 
change. "I have no worries about the 
Americans,” says Toyota's Sato. “If they 
want to come, let them come. But it won't 
be easy to be successful, because the 
market has become very, very competi- 
tive." a 
OCTOBER 
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Willing 
And Able 


ЕЗЕЗЕЗЕЗЕЗ At the edge of the fac- 
Spe) tory floor squats a 


multi-armed machine 
clutching the grey shell 
of a Jeep Cherokee. 
Workers surround the 
caged vehicle, meticulously checking 
the many clamps gripping its body. 
Once the apparatus is pronounced er- 
ror free, it will be used at Chrysler's 
new assembly operation to hold 
Cherokee body parts while they're 
welded together. 

No other piece of equipment is as 
crucial to assembling car bodies as the 
jig. Making jigs, which sell for up to 
US$400,000, isn't easy. It requires a 
deep knowledge of car-building tech- 
niques and extreme precision in manu- 
facturing. If the jig is misaligned, the 
car will be too. 

Able Auto Part Industries' success 





Making auto parts in Thailand: quality control. 


is a measure of the strength of Thai- 
land's auto industry. The Thai com- 
pany is Southeast Asia's biggest jig 
maker in terms of sales. Jigs made at 
its factory in Pathum Thani, north of 
Bangkok, are used by assemblers 
around the region. Last year, the com- 
pany sold about Baht 135 million 
(US$5.4 million) of the machines to cus- 
tomers including General Motors, 
Volvo, Nissan and Mercedes-Benz. 
“We're very bullish,” says Yeap 
Swee Chuan, Able’s managing direc- 
tor. “We're expanding our factory, too.” 
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Technological advances are driving 
Able even further ahead in jig manu- 
facturing. Last year, the car-parts com- 
pany designed jigs for the Cherokee, 
the Honda Civic and a Mazda pick-up 
truck. "We used to get drawings from 
our customers . . . and make the jigs to 
their specifications," says Brian 
Cowland, the company's tooling direc- 
tor and a former employee of Ford's 
operations in Australia. "Now we do 
the design work ourselves." 

Able specialises in jigs used for low- 
volume production. Jigs on assembly 
lines in the United States and Japan 
may turn out between 50 and 60 vehi- 
cles an hour. But in Southeast Asian 
plants, where production runs are typi- 
cally much smaller, jigs commonly are 
used to make 10 or fewer cars an hour. 

Able's expertise can save its custom- 
ers money. Take the case of Chrysler. 
When the American auto maker first 
commissioned the Thai firm to make 
the tooling for assembling the Chero- 
kee in 1993, it envisioned using three 
separate jigs. Able's engineers were 
able to combine them into one, improv- 
ing efficiency. 

This knowledge of low-volume, 
flexible production methods carries 
over to Able's other lines of business, 
too. In addition to jigs, the firm makes 
fuel tanks, exhaust pipes and various 
stamped parts for a wide variety of 
customers. Many of Thailand's other 
auto-parts firms have learned similar 
lessons, often with the help of joint- 
venture partners or engineers on loan 
from auto assemblers. 

Engineers and managers from 
Toyota Motor Thailand, for instance, 
work closely with Toyota's 60 suppli- 
ers, streamlining production methods 
and teaching just-in-time delivery. 

The result: high-quality parts. 
Takuma Sato, president of Toyota 
Motor Thailand, says the Hilux pick- 
up truck his company makes has re- 
ceived its highest in-house quality rat- 
ing. “That means that the local Thai 
parts producers may be at one of the 
highest levels in the world," says Sato. 

Prices for most auto parts, however, 
remain high because production vol- 
umes are so low. Even so, auto execu- 
tives are optimistic that economies of 
scale will be reached by 2000, when 
Thai vehicle sales are expected to top 
800,000 a year. 

Meanwhile, local vehicle assemblers 
are producing more and more vehi- 
cles for export. This should help Thai 
parts-makers achieve the economies of 
scale they need to pare prices. 

W Gordon Fairclough 
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In power generation, Lead times in the power generation industry have 
time 1S of the essence become shorter. Manufacturers have reduced 
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Retuning Needed 


Malaysia’s protected Proton sees mixed results 





By S. Jayasankaran in Kuala Lumpur 


Nine years after its 
| launch, Malaysian car 
maker Perusahaan Oto- 
mobil Nasional (Proton) 
still draws equivocal re- 
sponses from analysts. 
“At best it’s a chequered success,” con- 
tends Jomo Kwame Sundaram, an eco- 
nomics professor at the Kuala Lumpur- 
based University of Malaya. 

At first glance, the criticism seems 
unjustified. Proton, after all, has succeeded 
in making Malaysia both a producer and 
exporter of vehicles. A joint venture be- 
tween the Malaysian Government and 
Japan's Mitsubishi group, Proton began 
production in 1985 on the back of a M$500 
million (US$200 million) investment. For 
the year to March 31, 1994, it posted 
record sales of M$3.1 billion. Its pre-tax 
profit of M$282 million, however, was less 
encouraging — the number was down for 
the second time since earnings peaked at 
just over M$400 million in fiscal 1992. 

Today, Proton commands nearly 74% 
of Malaysia's car market. But it hasn't 
shown the ability to sell much beyond the 
confines of its small, protected local 
market. 

Proton has introduced some economies 
of scale by rationalising locally produced 
components previously made inefficiently 
and expensively by 75 local firms. Under 
its Vendor Development Programme, for 
instance, Proton has nurtured 127 com- 
panies, which supply it with components 
ranging from air-conditioners to shock 
absorbers under strict quality rules. In 
return, Proton supplies technical training 
and a large market share. 

Asa result, the percentage of all locally 
made parts in Proton's models reached 
65% by value in 1993. Parts makers have 
also built up satellite suppliers. “The mul- 
tiplier effects have been considerable," says 
Ismail Halim, the chief executive of MCIS- 
Safety Glass, a windshield maker and one 
of the new Proton parts vendors. 

The bad news, however, is that these 
developments have come at a tremendous 
cost to consumers. Worse still, many ana- 
lysts question whether Malaysia's closed- 
door auto policy will succeed in building 
up the skill levels and components indus- 
tries that the government so badly wants. 
Malaysia's experience contrasts with Thai- 
land's, where a more liberal trade regime 
has helped foster a thriving components 
industry. 
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Proton's preferential treatment — ex- 
emption from import duties of 40% — has 
made its competitors prohibitively expen- 
sive. The consequence: Prices of all cars 
in Malaysia have tripled over the last dec- 
ade. To cite just one example, Ford La- 
sers cost nearly M$50,000 today, up from 
M$16,600 in 1982. 

Now Proton is at a crossroads. At home, 
it faces increasing competition. In early 
September, Malaysia's second national car 
maker, Perodua, a joint venture between 
the government and Japan's Daihatsu 
Motor, launched its 660-cc Kancil minicar. 
Perodua has already received 14,000 or- 
ders for the car, which at M$24,000 will be 
the cheapest on the market. 

At the same time, there is both the 
promise and threat of the Asean Free 





Proton: the competition is getting stronger. 


Trade Area, which will reduce tariffs 
within the six Asean countries to less than 
5% over a period of 15 years. Says Datuk 
Nadzmi Salleh, Proton's chief executive 
officer: "We'll just have to become more 
competitive." 

It won't be easy. Mitsubishi Motor, 
which holds a 17% stake in Proton with 
its parent, Mitsubishi Corp., has dragged 
its feet on local-content rules and the 
transfer of technology. Indicative of Pro- 
ton's lack of bargaining power, says an 
analyst familiar with the company, was 
that Mitsubishi would "quote a price for 
a particular component," and the car 
maker would agree to it. For its part, Mit- 
subishi has accused Malaysian suppliers 
of producing substandard goods; it argues 
that the superior quality of Japanese com- 
ponents justifies their higher prices. 

In March, Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad joined the 
debate. He accused Mitsubishi of being 
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too slow to transfer the technology Pro- 
ton needs to make engines and transmis- 
sions and encouraged Proton to scout for 
partners elsewhere. 

The appreciation of the Japanese yen 
has also prompted Proton to seek new 
parts suppliers. The yen's climb has 
pushed the price of Proton's best-selling 
1500-cc Wira model to M$48,000 this year, 
up 14% from M$42,000 early last year. 

"The yen's escalation was a blessing 
in disguise for Proton," notes Jomo of the 
University of Malaya. "It forced Japanese 
parts makers to relocate here and it made 
the Mitsubishi arguments untenable." 

In late June, Proton signed up with 
France's Citroen to produce a model using 
French technology. Explains Proton's 
Nadzmi: "The French are more open about 
technology." Proton sources components 
from around the world, including South 
Korea, Germany and the United States. 

In addition, foreign parts makers have 
set up joint ventures with local companies 
under Proton's vendor programme. Even 
America's General Motors, according to 
industry analysts, is negotiating a joint 
venture with Proton. 

Positive results have 
begun to trickle in. In 
1985, Mitsubishi sold 
Proton steering-wheel 
columns for M$180 
apiece. When Proton 
complained in the early 
1990s, Mitsubishi even- 
tually dropped its price 
to M$140. Now U.S. and 
South Korean firms are 
offering the columns for 
as little as M$80. 

It remains to be seen 
whether competition 
will force the Japanese 
side to lower their costs 
while increasing tech- 
nology transfers. But the signs are hope- 
ful. Earlier this year Proton and Mitsubi- 
shi signed a memorandum of understand- 
ing to produce auto parts in China. 

While cutting costs is one thing, in- 
creasing exports is quite another. But Pro- 
ton needs the exports to sustain its viabil- 
ity. Conventional industry wisdom has it 
that an auto maker needs to produce 
300,000 cars annually to obtain the econo- 
mies of scale that make it competitive. Last 
year, 127,000 cars were sold in Malaysia; 
Proton accounted for 94,000. 

So far, Proton has had mixed success in 
overseas markets. It currently exports 
21,240 cars a year or 1876 of its total 
production of 118,000 vehicles. The big- 
gest market is Britain, where Proton sold 
18,000 cars in 1993. This year, Nadzmi ex- 
pects to sell 1,500 Protons in Indonesia. 
“We want to get our foot in the door,” 
says Nadzmi. “As these markets grow, so 
will our sales." E 
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Cars for the People? 


In the Philippines, protectionism has failed 


| gramme 20 years ago, 
| way ahead of Korea," 

says Henry Moran, secre- 
tary-general of the Auto- 
motive Manufacturers' 
Institute, a Philippine trade association for 
car assemblers. "Even Thailand patterned 
their programme after ours. Now we're 
way behind." 

That's an understatement. The Philip- 
pines' ambitious local development pro- 
gramme has suffered from a range of 
problems, from poor planning to outright 
corruption. A stagnant economy has also 
depressed sales. 

The result is a case study in how not to 
develop an auto industry. While sales of 
locally assembled cars in the Philippines 
jumped to 52,400 in 1993, up from 30,000 
the previous year, their number is dwarfed 
by Thailand's 173,500 and Malaysia's 
123,600, although the Philippines has the 
largest population of the three countries. 

What went wrong? World Bank econo- 
mists have a quick answer: The car pro- 
gramme is an illustration of how protec- 
tionism doesn't work. They say it was a 
costly experiment in subsidising an indus- 
try in which the local economy had no 
comparative advantage. 

Now the Philippines is trying to re- 
pair the damage. The government is set 
to junk its local-car develop- 
ment programme. The cur- 
rent ban on imports of fully 
assembled cars will be lifted 
by 1998 and total deregula- 
tion will follow in 2000. 

The goal of the Philip- 
pines' localisation program- 
me was to prohibit imports 
of assembled cars in order to 
create a market for local as- 
semblers and parts makers. 
Local car assembly, it was be- 
lieved, would foster transfers 
of technology and capital — 
to the point where the Philip- 
pines would be able to make 
a car in its entirety. 

But strong local produc- 
ers failed to develop, let 
alone ones who could hold 
their own in the export mar- 
ket. That left car assemblers 
in the Philippines dependent 
on foreign technology. The 
result: The industry became 
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a protected cartel of three Japanese com- 
panies — Toyota, Mitsubishi and Nissan 
— which today have a dominant 80% 
market share. (Newly established “peo- 
ple's car" makers account for the balance.) 
Ferdinand Marcos launched the car de- 
velopment programme in 1973 and it con- 
tinued under his successor, Corazon 
Aquino. The programme required that 
locally assembled cars attain a local- 
content level of 50%, but didn't set a date. 
Currently, local-content levels are around 
40%, up from 9% in 1978, according to 
the government's Board of Investments. 
The World Bank considers the Philip- 
pines' localisation plans seriously flawed. 
It argues they have favoured a handful of 
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companies at a high cost to the consumer 
without delivering the promised benefits. 

A World Bank report published in 1993 
put the cost of the programme to buyers 
at about P5.2 billion (US$191 million) in 
1990, or about US$4,000 per vehicle. "It is 
consumers who suffer from higher prices 
and the economy as a whole that loses 
from the misallocation of resources em- 
bodied in high-cost domestic production," 
the report noted. 

Boosters of the car industry say this 
analysis is not entirely fair. For one thing, 
they say, it fails to take macroeconomic 
issues into account; the localisation drive 
took place against the backdrop of a dec- 
ade-long stagnation of the Philippine 
economy that saw little growth in the 
middle class and few first-time buyers. 

The real problem, says Moran of the 
auto makers' institute, was poor execu- 
tion, not poor planning. "How can you 
say that the programme failed when the 
country fell into a deep economic and po- 
litical crisis in the early 1980s — when all 
of a sudden the car manufacturers couldn't 
get any foreign exchange for their import 
requirements?" he asks. Moreover, the 
government has retained taxes on cars, a 
politically palatable way of raising money. 

Policy flip-flops have also hurt. Despite 
the ban on imports of fully assembled 
vehicle, Aquino made an exception in 
1989 in the face of a transport crisis. 

In another policy shift, Aquino allowed 
new manufacturers to enter the market to 
assemble cheaper and smaller "people's 
cars," defined as those with engines of 
less than 1.3 litres and a price ceiling set 
by the Board of Investments. She also re- 
stricted existing assemblers to three mod- 
els each in an effort to force companies to 
concentrate on larger production runs. ж 
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Seeing the Light 


Dhaka plans private-investment drive for power sector 


By S. Kamaluddin in Dhaka 
angladesh Energy Minister Moshar- 
B raf Hossain is lamenting his own 
success. More residents of the coun- 
try have access to power than ever be- 
fore, thanks to his programme to lay more 
transmission lines nationwide. 

But there's a problem: The country 
simply doesn't produce enough power to 
go around. Brownouts have become as 
frequent as strikes, and equally damag- 
ing to the economy. Dhaka on September 
27 announced an emergency Taka 620 
million (US$15.5 million) plan to improve 
power distribution in the capital. 

In the race for power, Bangladesh is 
playing catch-up — with itself and its 
neighbours. The Energy Ministry forecasts 
shortfalls to continue until 1999 even if it 


| manages to raise US$2-3 billion in foreign 


investment. But that's a big if, acknowl- 
edges Hossain, especially when Bangla- 
desh is competing with countries like Pa- 
kistan and India, both of which recently 
announced several multi-billion-dollar 
power deals with foreign investors. 
Now, after years of barring private in- 
vestment in the power sector, Bangladesh 
is beginning to follow their lead. The 
cabinet in mid-September approved the 
Energy Ministry's reform programme 
that calls for an end to the state-run 
Power Development Board's (PDB) near- 
monopoly of the sector. The Dhaka Elec- 


| tric Supply Authority (Desa) controls the 


power supply to the capital; the Rural 
Electrification Board regulates distribu- 
tion in rural areas. 

According to the plan, a newly formed 
"Power Cell" (PC) within the Energy Min- 
istry will regulate the sector and draw up 
a master plan intended to attract private 
investment. The new policy is expected 
to be revealed soon. 

A senior government official says the 
World Bank and Asian Development Bank 
have indicated they will restore funding 
for power projects after the new energy 
policy is announced. The lending agen- 
cies cut off loans for Bangladesh power 
projects in April 1990, when the sector 
was losing nearly half of the power it pro- 


| duced through theft, lax tariff collection 


and faulty lines. The move effectively 
halted power-sector development. 
Although system losses in urban areas 
were reduced to 36% last year from 41% 
in 1990, the amount is still high compared 
with other countries. India's line loss 
amounts to 28%; Pakistan's is 24%, ac- 
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cording to the World Bank. The bank has 
said that a system loss of around 25% of 
total transmission would be acceptable for 
Bangladesh. 

To stem losses, the energy reform pro- 
gramme calls for the РОВ and Desa to ap- 
point private-sector agencies to read me- 
ters, bill clients, and collect charges. The 
PC would oversee the process — theoreti- 
cally to prevent graft. 

System loss, however, is only part of 
the sector's problems. Run-down plants 
and inefficiency and corruption within PDB 
have kept actual power production at 
1,500 megawatts — far short of capacity 
and about 250 megawatts shy of demand. 
The Energy Ministry estimates the sector 
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will require US$2.5 billion to meet a fore- 
cast peak demand of nearly 4,000 mega- 
watts in 2000. 

The country has just barely begun to 
move towards that goal. Three plants, 
each with 210 megawatts’ capacity, are 
being built with support from Russia and 
China. Japan intends to help build a 
smaller plant with soft loans from its 
Overseas Economic Cooperation Fund. 
That leaves about another 1,800 mega- 
watts to be financed. 

But even Hossain doubts the govern- 
ment will receive substantial offers from 
private investors any time soon. Although 
Dhaka has received 17 applications to 
build power plants, only two memoran- 
dums of understanding were signed; the 
remaining proposals were incomplete. 

Says a senior World Bank official: 
“These investors are not going to get in- 
volved unless they are absolutely sure that 
they are going to have it their way." = 
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Cotton-Picking Rain 


he long-term prospects for Paki- 
| stan's economy look more promis- 
ing than they have for decades, 
given Prime Minister Benazir Bhutto's 
success in luring foreign investment in her 
energy and privatisation plans. The short 
term is a different matter. Last year's 
failed cotton crop, the excessive monsoon 
rains that threaten this year's harvest, 
price rises sparked by new taxes and a 
continuing slump among the small-town 
bazaar economies have kept Pakistan 
mired in recession. 

Cotton production plunged to 7.6 mil- 
lion bales during the year to June 30, 
down 14.6% from the previous year. Re- 
sulting high prices for raw cotton have 
forced 120 out of 477 textile mills to close, 
says the АП Pakistan Textile Mills Asso- 
ciation. 
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Cotton experts doubt the country will 
meet its target of 9.5 million bales this 
year. A crop of 8.7 million bales is more 
realistic, they say, because extended rains 
already have damaged 10% of the crop 
in Sindh. The shortage has kept cotton 
prices high: between Rs 1,800 and Rs 
2,000 (US$60-65) per maund (37.3 kilo- 
grammes), double the figure a year ago. 

Prices of consumer goods also are up. 
Inflation was running at 11.7% in August, 
according to the government; independent 
economists reckon it's double that. “In- 
flation is over 20% and there have been 
huge price rises in urban areas due to new 
taxes and law-and-order problems," says 
Hafeez Pasha, head of the Centre for Ap- 
OCTOBER 
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plied Economics. 


In July, a new, 15% general services | 


tax (GST) was imposed on 169 domestic 


consumer items and 108 imported items. | 


Large-scale protests by industrialists 
forced the government to delay the tax 
on 30 items — mostly construction mate- 
rials — until September 30. The govern- 
ment has also imposed a 50% excise duty 
on many service industries. 

Islamabad expects the new taxes to 
bring in Rs 50 billion in revenue this fis- 
cal year; other economists suggest Rs 30 
billion is more accurate. A collection sys- 
tem for the GST isn't yet in place, they 


say, and the partial delay in imposing the | 


tax will reduce this year's revenues. 


Nonetheless, the government is confi- | 


dent it can meet its target of a 4% budget 
deficit for 1994-95, down from 5.8% in the 
previous year. "Government expenditures 
are being cut in a big way this year while 
revenues are expected to rise, so we will 
be able to meet the target," 
senior finance official. 
Despite (or because of) the austerity 
measures, remittances from Pakistanis 
have risen sharply. In July, they rose 52% 
from a year earlier to US$161 million. 


contends a | 








"There is a renewed confidence in the | 


economy and economic management," 
claims a Finance Ministry official. 
Islamabad is expected to hold domes- 


tic borrowing for the year to around Rs | 


15 billion (US$490 million), a 7% increase. 
Pakistan's internal debt stood at Rs 688 
billion in July. Last year, debt servicing 


took up Rs 82 billion. External debt | 


amounted to US$20.3 billion, with debt 
servicing soaking up US$1 7 billion. 


Because textiles make up nearly two | 


thirds of the country's exports, the poor 
crop caused the trade deficit to widen 86% 





to US$210 million in July and August | 


compared with the same period a year 
earlier. Imports during the two-month 
period are estimated at US$768 million, 
up 14.8%, whereas exports remained flat, 
inching up just 0.5% to US$558 million. 
Even a 13% drop in the rupee against the 
U.S. dollar in 1993-94, which made Paki- 
stani goods cheaper, didn't help matters. 

Foreign-exchange reserves stood at 
US$2.1 billion in August, but the govern- 
ment hopes to increase them to US$2.8 


billion by July 1995. The IMF in Septem- | 


ber praised the government's fiscal poli- 
cies and released US$146 million for the 
last tranche of its three-year, US$800 mil- 
lion restructuring programme. 
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ENER G Y 


Add Water 


Laos' hydroelectric plans seem overambitious 





By Bertil Lintner in Vientiane 
H ow does a sparsely populated, land- 





locked country make itself richer? 
If it has an abundance of high 
mountains and rushing rivers, one answer 
is obvious: build hydroelectric stations 
and sell the power to richer neighbours. 

This is exactly what Laos hopes to do. 
The impoverished, undeveloped country 
has ambitious plans to become one of the 
region's major suppliers of electricity. To 
the most enthusiastic optimists, Laos is a 
future "Kuwait of Indochina." 
Selling power, they say, is a smart 
move for a country whose dearth 
of human resources limits its 
chances of developing labour- 
intensive industries. 

"There's a tremendous poten- 
tial here," says a foreign hydro- 
electric consultant in Laos. 
"There's a ready market for en- 
ergy in this fast-developing re- 
gion. Electricity is clean and 
doesn't damage the environment. 
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dams, the projects might be of question- 
able value as revenue producers. 

Still, there is an eager customer next 
door. Laos already sells about 100 mega- 
watts of its capacity to Thailand. The Elec- 
tricity Generating Authority of Thailand 
(Egat) says Thailand's energy consump- 
tion rose by more than 12% annually in 
the 10 years to 1992. Peak demand in Thai- 
land is expected to increase almost 10- 
fold over the next 25 years, to 88,000 
megawatts in 2020 from 9,730 today. 

For now, Laos exports electricity to 


Land of 1,000 Lakes 


Thailand from two plants: the 150-mega- 
watt Nam Ngum dam north of Vientiane 
— the country’s oldest and so far largest 
hydroelectric power station — and a 45- 
megawatt facility at Xeset, in the south- 
ern province of Saravane. Electricity ex- 
ports, long a major source of foreign ex- 
change for Laos, generated US$17.1 mil- 
lion. last fiscal year. In late 1992, the two 
countries signed a memorandum of 
understanding calling for development of 
an additional 1,500 megawatts for export 
to Thailand by 2000. 

But observers in Vientiane note an 
important difference between the existing 
plants and those now being planned. 
Financed by the World Bank and com- 
pleted in 1968, the Nam Ngum station has 
always been owned and run by a govern- 
ment agency, Electricite du Laos, or EDL, 
which sells power to Thailand’s Egat. The 
Xeset plant was built in the late 
1980s and was co-financed by the 
United Nations Development 
Programme, the Asian Develop- 
ment Bank (ADB) and the Swed- 
ish Government, one of Laos’ 
most faithful donors. Like Nam 
Ngum, it is operated by EDL. Most 
of the new dams, however, will 
be constructed on a build-oper- 
ate-transfer (BOT) basis. That 
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means a foreign contractor or 
group of investors constructs the 
7 dam and operates it until a stipu- 
lated profit has accrued, after 
which the government takes over. 

The new plants, these observ- 
5 ers say, present a host of complexi- 
ties. "Who's going to negotiate 
with Egat? Fifty or sixty different 
foreign companies?" asks the mul- 
tilateral-lending official. "And 
who's going to make sure com- 
missions on their profits are really 
paid to the Lao Government? With 











capacity would boost Laos' power 
output by 10,000 megawatts, although 
only 10 of those are currently consid- 
ered economically feasible. 

A ministry map shows Laos dotted 
with dams and reservoirs. "It looks like 
a Southeast Asian Finland: the land of 
a Thousand Lakes," jokes an official 
with a multilateral lending agency. It 
may also prove to be a Finland with no 
trees: Some areas are already being 
clear-cut for the proposed dams, appar- 
ently with little or no regard to the dam- 
age caused to crucial watersheds and 
catchment areas. 

Environmentalists warn that the 
projects, if not handled properly, will 
cause irreparable damage to some of 
continental Southeast Asia's last virgin 
forests. Moreover, critics say, without 
proper coordination between the Lao 
Government, foreign buyers and the 
contractors building and operating the 
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an abundance of contractors in- 
volved in all these different 
schemes, coordination is bound to be 
extremely difficult, if not impossible." 

The Sida report states bluntly that 
"highly ambitious targets are neither 
feasible nor desirable," and recom- 
mends slower, better coordinated 
power development for Laos. While 
recognising the country's potential, the 
report warns that the BOT system poses 
"an imminent danger that the country 
loses control over the exploitation of 
one of its major natural resources." Sida 
recommends that instead of a “rent-a- 
river" approach the government con- 
solidate and strengthen EDL "to safe- 
guard national control over hydro- 
power resources and to avoid fragmen- 
tation of the electricity sector." 

So far, only a few of the 58 propo- 
sals have gone beyond the stage of 
memorandums and feasibility studies, 
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and few appear likely ever to reach frui- 
tion. Most would require vast amounts of 
foreign money, but as an aid official in 
Vientiane says: "Laos cannot expect for- 
eign donors to assist large-scale BOT ven- 
tures in the same way as they did in Nam 
Ngum and Xeset." 

The most advanced project is on the 
Houay Ho river in the south, where South 
Korea's Daewoo is building a 150-mega- 
watt pump-storage hydroplant. At Nam 
Theun, a tributary of the Mekong in cen- 
tral Laos, a foreign consortium is to build 
the 600-megawatt Nam Thuen 2, so named 
to distinguish it from another project 
nearby. The consortium comprises 
Electricite de France, Australia's Transfield 
and two Thai companies, Jasmine Inter- 
national and Italian-Thai Development. 

At Nam Theun-Hinboun, not far from 
Nam Theun 2, a 210-megawatt dam will 
be built by EDL, Thailand's мох and Nor- 
dic Hydropower, a company formed by 
Sweden's Vattenfall and Norway's Stat- 
kraft. In addition, a 500-megawatt 
lignite-fuel plant in the Hongsa re- 
gion bordering northern Thailand's 
Nan province will sell electricity to 
Thailand. 

These plants may prove to be 
the realistic limit of Laos’ power 
plans. The World Bank, the ADB 
and other international financial 
institutions are unlikely to finance 
any of the projects, and private 
funds may not be enough. The 
Japanese Government, which has 
been approached to finance some 
of the projects, has made it clear 
that it will get involved only if 
other donors do so as well. 

Even the Lao Government ap- 
pears to recognise that most of the 
new projects are simply unrealis- 
tic. "The government is throwing 
all these projects in the air, hoping 
at least some of them will fly," says 
a Western diplomat in Vientiane. 
"There is a flood of [memoran- 
dums of understanding], and some 
aren't worth the paper they're written on." 

This raises two important questions: 
What will happen to all the other plans, 
and how will Laos benefit from the 
projects that do materialise? 

In private, aid workers and foreign 
observers in Vientiane say some of the 
proposals may be little more than pre- 
texts for expanding the timber business. 
Laos bans or severely restricts logging 
throughout the country, but there are re- 
ports that some private companies have 
already moved in to clear-cut proposed 
dam sites and make way for reservoirs 
which may never be built. Aid officials 
say this is occurring in remote southern 
provinces, home to Laos' finest forests and 
most abundant wildlife. 

The question of revenue is even 
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thornier. While Laos apparently hopes 
countries other than Thailand will buy its 
power, foreign observers stress that every 
other country in the region has its own 
hydroelectric plan. Vietnam has embarked 
on an ambitious programme to exploit its 
many rivers, and China plans a cascade 
of up to 14 dams along the Mekong in 
Yunnan province. Burma has its own po- 
tential in the Salween and other rivers. 
And Cambodia's unstable political situa- 
tion makes it an unlikely customer. 
"Egat will be able to dictate the terms, 
to play off one contractor in Laos against 
another," says a Western aid worker in 
Vientiane. Lao sources say Egat is ex- 
tremely reluctant even to discuss electri- 
city rates, and that the figures mentioned 
have not been favourable to Laos. So far, 
Egat has agreed only on the price of power 
from the proposed Nam Theun-Hinboun 
project, which has been set at a modest 4.3 
U.S. cents per kilowatt-hour. At the same 
time, Laos buys electricity from Thailand 





The Nam Ngum dam. 


for use in some border areas at rates 20% 
higher than those paid by Egat for power 
from Nam Ngum and Xeset. 

Somvonk Poshyananda, Egat's deputy 
general manager for policy and planning, 
was recently quoted in The Nation, an 
English-language Thai daily, as saying: "If 
we don't buy from them, they will be jeo- 
pardised because they will not have 
money to pay debt." At present, Laos re- 
lies heavily on foreign loans and grants 
to finance its US$130-140 million annual 
trade imbalance, a huge gap for a coun- 
try of 4 million people. Loans and grants 
make up 15-20% of GDP, or almost US$40 
per capita, an exceptionally high figure. 

"Laos' bargaining position is extremely 
weak," says the Western aid worker. 
"They'll be totally at the mercy of Egat." m 
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TRADE 


A Bill to 
Reckon With 


America's Gatt legislation 
disappoints Asia 





By Nigel Holloway in Washington 
T hey tried. In the end, though, Asia 





lobbyists failed to achieve several 
major aims in the American legisla- 
tion, now before Congress, that will im- 
plement the Gatt world-trade agreement. 

Congressional, legal and diplomatic 
sources say the Clinton administration 
inserted what they consider protectionist 
measures in the bill to placate lawmakers 
and their industry backers. The changes 
virtually ensure the bill's passage, but they 
are worrying for Asian exporters. 

The first area of concern is the anti- 
dumping code. Under the bill's proposed 
changes, it will be easier to act against 
exporters. For one, profit that a company 
is deemed to have earned on imports from 
a foreign affiliate will be deducted from 
the export price; U.S. firms could claim 
this lower price amounts to dumping, or 
the selling of goods below "fair value." 

Another change concerns captive pro- 
duction — goods produced by one part 
of a company for another part. Integrated 
American steel firms have won wording 
that will permit them to exclude this out- 
put from their domestic-production fig- 
ures. The result: The apparent threat of 
injury from imports would be magnified. 

Hiroyuki Tezuka of Japanese steel 
maker NKK describes this clause as "very, 
very poisonous." Even worse is that most 
members of Gatt will use the U.S. law 
that eventually emerges as a model for 
their own statutes. 

A. second area of contention is coun- 
try-of-origin rules in the garment trade. 
The bill proposes that for quota purposes, 
garment exports to the U.S. will be 
deemed to originate where they are as- 
sembled, not where they are cut — a pro- 
vision that targets Hong Kong and China. 
If the bill passes, Hong Kong firms must 
look for other ways to fill their quotas. 

Third, the bill calls for the generalised 
system of preferences (Gsr), which allows 
duty-free treatment for some goods from 
developing countries, to expire on July 31, 
1995. Five Asian countries in particular 
would be affected: Malaysia, Thailand, the 
Philippines, Indonesia and India. Together 
they accounted for US$8 billion of imports 
that the U.S. admitted under the GSP in 
1993. п 
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TRADE 


The Other Foot 


Despite warmer ties, the EU targets Asian exports 





By Shada Islam in Brussels 


he good news for Asian exporters 
: to Europe is that after three years of 
recession, the 12 European Union 
economies are creaking back to life. That 
means consumers are likely to have more 
money to spend on Asian goods. The bad 
news is that EU trade officials, under pres- 
sure from increasingly strident industry 
groups, are tightening the screws on Asian 
imports. These include cars, TV sets, tex- 
tiles and footwear. The trade friction con- 
trasts with recent efforts by the EU to im- 
prove its diplomatic ties with Asia. 
Trade between the EU and Asia stood 
at US$218 billion in 1993. Asian countries 
exported US$120 billion of goods to the 
Union during the same period, running 
up a trade surplus of US$47 billion. Japan 
accounted for more than half of that, with 
a trade surplus of US$29 billion. 
Officials at the European Commission 
in Brussels argue this is proof enough of 
Europe's open-door policy towards Asia. 
For Asian exporters, however, the devil is 
in the details. An increasing number of 
Asian countries are being investigated — 
and penalised — for selling cut-price 
goods on European markets. Asian textile 
exporters, meanwhile, accuse the EU of 
doing little to free restrictions on textile 
and clothing imports, as it promised to do 
in last year's Gatt world-trade accord. 
On September 30, for example, the EU 
turned down Japanese requests for a big- 
ger quota for their car exports to Europe. 
Under a deal struck in Brussels, Japanese 
car exports to the EU in 1994 will be lim- 
ited to 993,000 vehicles, a marginal 1.3% 
rise from last year. The accord i 
is part of an EU-Japan arrange- 
ment signed in 1991 under 
which Tokyo will keep its vehi- 
cle exports to the EU within 
agreed annual levels until the 
end of 1999, when the European 
auto market is to be fully liber- 
alised. 5 
The original deal was struck 
when Europe's car market was 
booming, with growth rates of 
around 15% a year. But when 
growth rates sank to an all-time 
low of 2% in March this year, 
the EU slashed Japan's quota to 
984,000 cars, down almost 18% 
from the 1991 level. 
This time around, Japanese 
trade officials went into the 
talks demanding a higher 
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quota. They argued that the European car 
market is finally growing again and could 
expand by 5-6% by the end of the year. 
The final agreement, however, reflects the 
EU's less optimistic forecasts. "Our con- 
clusion is that the market will expand by 
4.4% in 1994," says a senior EU trade 
negotiator. That represents sales this year 
of roughly 12.3 million cars — and the 
EU insists that the lion's share be reserved 
for its own car makers. 

Despite the agreement, European mak- 
ers remain unmollified. The recent upturn 
isn't strong or durable enough to justify 
even the 1.3% quota increase for Japan, 
says James Rosenstein, a spokesman for 
the European Automobile Manufacturers' 
Association. He says Tokyo shouldn't get 
its hopes up for next year, either. 

Japanese exporters nevertheless hope 
to negotiate a larger car quota for next 
year following the EU's planned enlarge- 
ment on January 1 to include Austria, Fin- 
land, Sweden and Norway. All four coun- 
tries have told the EU they want Japan- 
ese exporters to have unrestricted access 
to their markets. Austria, which currently 
slaps a 20% tariff on Japanese vehicles, 
says it will bring the duty down to the 
1096 level applied by other EU states. 

While Japan frets about cars, other 
Asian countries are worried about new 
EU investigations into imports of alleg- 
edly below-cost Asian goods. On October 
1, the EU announced anti-dumping du- 
ties of up to 29.8% on colour TVs from 
China, South Korea, Malaysia, Thailand 
and Singapore. 

Asian exporters of car radios, video- 
cassette recorders and compact discs are 
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The word from Brussels isn't encouraging. 
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already paying heavy anti-dumping fines. 
In each case, the EU has argued that Asian 
firms are selling their products at prices 
below cost, thus depriving their European 
rivals of market share, jobs and capacity. 
The penalties imposed aim to raise the 
prices of dumped goods to give European 
producers a chance to compete. 

The duties imposed on Asian export- 
ers of colour TVs are still only provisional; 
EU officials say it will take four to six 
months to complete their inquiries. Once 
fixed, the penalties will last for five years. 

European consumer organisations say 
the anti-dumping fines will raise TV prices 
in the EU and Britain has opposed the 
penalties. But the remaining 11 countries 
are backing European TV makers' claims 
that sales of allegedly under-priced Asian 
TV sets are forcing them to shed jobs and 
close production lines. 

So far, Thailand's Teletech has been the 
hardest hit of the Asian TV makers; its 
exports to the EU face provisional anti- 
dumping duties of 29.8%. South Korea's 
Daewoo, Goldstar and Samsung face du- 
ties of 16.8-18.8%, while Japan's Sanyo 
faces a 131% duty on TVs it makes in 
Singapore. In all, up to US$800 million of 
trade is likely to be hit by the EU move. 

Asian textile exporters are also wor- 
ried about the progress of an EU investi- 
gation of exports of cotton and polycotton 
(a mix of polyester and cotton) from In- 
dia, Pakistan, Thailand, Indonesia and 
China. European governments insist that 
the anti-dumping inquiry, which has al- 
ready lasted nine months, should be ex- 
tended for another few months. A similar 
inquiry is being planned into Chinese 
footwear exports. 

The EU has also made clear it's in no 
hurry to liberalise quotas for any of Asia's 
sensitive textile and clothing exports. Un- 
der the Gatt Uruguay Round accord, the 
EU and other importers are committed to 
phasing out quotas on 16% of their textile 
and clothing imports from next year. This 
will be the first stage of a dec- 
ade-long, four-stage phase-out 
2 of the Multifibre Arrangement 
8 (MFA), which regulates world 
trade in textiles. Importers, how- 
ever, can choose the goods to 
liberalise at each stage — mean- 
ing sensitive items will probably 
be freed last. 

The EU plans to select items 
like hats, umbrellas, car-seat 
belts and parachutes for the first 
round of liberalisation. Asians 
counter that these goods are 
already exempt from MFA quo- 
tas. "We'll be getting no addi- 
tional benefits," says a South 
Asian trade official. "The EU is 
keeping to the letter of its Uru- 
guay Round promise, but it's 
ignoring its spirit." н 
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Introducing Four Seasons Hotel Singapore. 
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Just Looking, Thanks 


Vietnamese firms tout their wares at American show 





By Michael Zielenziger in San Francisco 
j eweller Thai Huu Nghia was doing 





what businessmen do the world 

over as he opened his sample case 
at a San Francisco exhibition hall. But 
history was made as he handed out busi- 
ness cards and brochures to those who 
came to view his rubies and sapphires. 
Nghia, who owns a gemstone business 
in Ho Chi Minh City, was part of the first 
Vietnamese trade show ever held on 
American soil. The event, which brought 
around 50 firms from Vietnam, was an- 
other milestone on the road towards nor- 
mal relations between two former adver- 
saries. 

Vietexpo '94 took place just seven 
months after President 
Bill Clinton ended 
America's embargo on 
trade with Hanoi. Eight 
hundred businessmen, 
Vietnamese emigres and 
former American service- 
men turned up on the 
first day. They were 
greeted by companies 
peddling cotton shirts, 
frozen shrimp, folk art, 
furniture and even golf- 
course memberships. 

They also found what 
investors now roaming 


selling cotton shirts to Sears in Canada," 
says Christina Tra, who represents 
Vicotex, a state-owned garment maker 
based in Ho Chi Minh City. "But without 
an [import] quota for Vietnam, we can't 
sell into this country." 

Normal trade relations, as well as full 
diplomatic recognition for Hanoi, await 
Washington's politically sensitive ruling 
that Vietnam has done all it can to help 
resolve the fate of American soldiers listed 
as missing in the Vietnam War. 

In the meantime, Vietnamese business- 
men are preparing the ground for friend- 
lier trading days ahead — much as Ameri- 
cans did in Vietnam before their govern- 
ment allowed them to do business there. 
Nghia, who launched his privately owned 
gem firm in 1989 and 
now has 30 employees, 
says he came to the U.S. 
trade show not to sell 
goods but to learn more 
about American techno- 
logy. "I'm not yet ready 
to sell into this market- 
place,” he explains. “I’m 
here to meet the people 
with the technology and 
know-how in gems so 
that my company can 
benefit from American 
expertise." 

So far, he has been 
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Vietnam for business op- 
portunities are discover- 
ing: high prices. These, 
combined with risky 


The price might come as a 
shock to U.S. traders. 





dealing with a Bangkok- 
based supplier of jewel 
polishers. But whenever 
the firm sends him bro- 


prospects, place Vietnam 
at a severe disadvantage to other trade- 
and investment-hungry countries. 

"Their prices aren't competitive with 
Chinese-made goods," says John Mullady, 
chairman of New York-based American 
Vietnam Trading Corp., who went to the 
trade fair looking for contacts. "If you're 
trying to compete in a global market, 
you're going to have to go in at the be- 
ginning with a lower price, and then es- 
tablish some credibility in the market." 

Moreover, the tags don't include im- 
port duties. Vietnam doesn't yet benefit 
from the lowest tariffs available under the 
most-favoured-nation (MFN) trading sta- 
tus that the United States grants most 
countries. Until Washington extends MEN 
to Hanoi, many Vietnamese goods will 
be priced out of the U.S. market. 

Vietnamese textile makers face another 
obstacle: They haven't been allocated an 
import quota by the U.S. "We are already 
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chures, it cuts out the 

names and addresses of the American 
manufacturers. "We have excellent raw 
stones, but I need this equipment to im- 
prove the quality of our work," says Nghia. 
Le Van Phat, general director of 
Seaprodex, which exported more than 
US$100 million in seafood products last 
year, mostly to Japan and Europe, would 
like to find U.S. partners, too. "We know 
it takes time," he says. "We're here just to 
get our name known and maybe meet 
people we can make partnerships with." 
As welcome as the businessmen were, 
the trade show — co-sponsored by the 
City of San Francisco and the Vietnam 
Chamber of Commerce and Industry — 
didn't go without incident. Hundreds of 
anti-communist protesters waving the 
yellow-and-red flag of the former South 
Vietnam beat drums, screamed "Down 
with Communists" and tried to keep visi- 
tors from attending the show. п 
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If You re Looking For Product Acceptance 
In North America, UL Holds The Heu. 





THE BIG NEWS TODAY IS THAT UL, THE AMERICAN MARK OF SAFETY, IS ACCEPTED ALL 
ACROSS CANADA. AND WITH THE SIGNING OF A COOPERATIVE ASSISTANCE AGREEMENT 
WITH THE ASOCIACION NACIONAL DE NORMALIZACION Y CERTIFICACION DEL SECTOR 
ELECTRICO (ANCE), THE FIRST INDEPENDENT STANDARDS AND PRODUCT CERTIFICATION 
ORGANIZATION ACCREDITED BY THE MEXICAN GOVERNMENT — LIL IS THE FIRST 
ORGANIZATION OF ITS KIND TO OFFER MANUFACTURERS ACCESS TO CERTIFICATIONS 


FOR ALL OF NORTH AMERICA. 


IN FACT, NO OTHER SAFETY CERTIFICATION SERVICE CAN DELIVER WHAT UL PROVIDES. 
AND BECAUSE WE OPERATE AS A NOT-FOR-PROFIT ORGANIZATION, YOU CAN BE ASSURED 


THAT OUR PRIMARY OBJECTIVE REMAINS SAFETY. 


SO IF YOU'RE LOOKING FOR ONE SOURCE THAT NOT ONLY HANDLES PRODUCT SAFETY 
CERTIFICATION ACROSS THE UNITED STATES, BUT ALSO FACILITATES EXPANDING YOUR 


PRODUCTS’ ACCEPTANCE IN NORTH AMERICA, WE CAN HAND YOU THE KEY. 


JAPAN: LARRY JUNGBLUT HONG KONG: LYDIA SIT TAIWAN: STEVE UNDORTE 
PHONE: 81.3.5351.1971 PHONE: 852.695.9599 PHONE: 886.2.891.7642 
FAX: B1.3.5351.1974 FAX: 852.695.8196 FAX: 886.2.891.7644 


UL ) Underwriters Laboratories Іпс. е 


® 
ACCREDITED AS A CERTIFICATION ORGANIZATION BY THE STANDARDS COUNCIL OF CANADA. 
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ECONOMIES 


Surat's Revenge 


India counts the mounting costs of poverty 





By Hamish McDonald in New Delhi 
E arly in October, businessman Nan- 





dan Gadgil received an unusual 

telephone call. It was Madan Lal 
Khurana, the chief minister of New Delhi, 
on the line. He needed help — immedi- 
ately — in cleaning up the capital's gar- 
bage in order to guard against the plague 
that had broken out in Surat. "He wanted 
me to tackle it on a war footing," Gadgil 
recounts. 

The pneumonic plague, which has 
killed more than 50 people in India, has 
lent a new urgency to cleaning up the 
country's fetid slums. It has also served 
as a sobering reminder to even the most 
optimistic backers of India's economic 
reforms that they ignore the country's 
poorest at their own peril. At the same 
time, the quick response in staunching the 
plague demonstrated that India can, con- 
trary to popular prejudice, muster its im- 
pressive resources to deal with a crisis. 

Still, India's problems won't be solved 
simply by going on a war footing. Gadgil 
told the chief minister that he couldn't 
make Delhi's mounds of garbage vanish 
overnight. His company, Western Paques 
India, sets up solid-waste systems that use 
biological processes to turn city garbage 
into power-generating methane gas, 
fertiliser, and environmentally safe land- 
fill. 

So far, Western Paques has signed up 
11 cities in India to build such plants, as 
well as Vietnam's Ho Chi Minh City. AII 
Gadgil wants is a free supply of garbage: 
the company finances the treatment plant 
and makes its money selling the products. 
But until the plague outbreak, Delhi 
wasn't interested. Now it — and many 
other cities — are interested in innova- 
tive solutions to urban ills. 

It would be taking too hard-headed a 
view of India's current situation to talk 
about Western Paques as a plague-related 
investment play. Its share price remained 
steady at around Rs 255 (US$8.22) amid a 
falling Indian market in late September. 
But India's deaths from plague have fo- 
cused attention on a badly neglected side 
of the country's development. 

The plague started in the centre of In- 
dia's biggest export activity, the jewellery 
trade. Surat is the world's biggest dia- 
mond-cutting centre. The city helped pro- 
vide the biggest share of India's US$4 bil- 
lion in export earnings for gems and jew- 
ellery in the year to March 1994. 

Yet Surat has received little but neglect 
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People Power 


India's cities keep growing 
Population in millions 
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in return from authorities in New Delhi. 
Surat's population grew 64% during the 
1980s, to 1.5 million in 1991. But the offi- 
cial figure ignores short-term residents 
and new arrivals who work in Surat's 
textile-weaving industry or in its new ac- 
tivities like diamond-cutting. Surat's nor- 
mal population is about 2.25 million. 

Along the way, Surat has become a 
breeding ground for both disease and dis- 
order. In the December 1992 riots, its anti- 
Muslim pogrom was the most vicious in 
India. Crowded lodgings, contaminated 
water supplies, piles of uncollected gar- 
bage and open sewers make it an incuba- 
tor of disease. 

Surat is just one of more than a dozen 
cities that have grown to more than a 
million people in the past 30 years. In 
1961, India had only seven cities this size. 
By the 1991 census, it had 23 cities with 
populations of more than one million. 
Including these and smaller cities, India 
had 63 urban centres whose population 
grew by more than 50% during the 1980s. 

Fortunately, India's health-care and 
drug-supply networks — based on both 
government and private-sector supply — 
coped reasonably well in the emergency. 
By early October, new plague cases started 
to taper off, and the World Health Organi- 
sation predicted the epidemic would be 
contained by mid-October. 

India is now counting the cost of the 
plague outbreak. With a yellow quaran- 
tine flag hoisted over its outbound ship- 
ping and aircraft, it has to convince its 
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trade and tourist clientele that fears of a 
Black Death are unwarranted. 

Several countries around the Persian 
Gulf and South Asia cancelled all air con- 
nections with India and barred ships ar- 
riving from Indian ports soon after the 
first deaths were reported on September 
21. That step halted a trade in food and 
commodities worth several hundred mil- 
lion U.S. dollars a year. 

The main damage is likely to be felt in 
India's tourism sector. Tour operators 
have reported thousands of cancelled 
bookings. They have predicted about 
US$20 million of business will be lost in 
October alone, normally a busy time be- 
cause of the start of cooler weather. 

Civil aviation and tourism authorities 
are now lobbying foreign airlines and tour 
operators to help restore confidence — a 
difficult task given that air passengers on 
flights from India were still being greeted 
by special health checks. 

However, the only airlines to suspend 
flights have been Air Canada, Aeroflot, 


/ the Central Asian airlines, the Gulf re- 


gional carriers and some South Asian 
lines. Most governments were advising 
their nationals only to avoid Gujarat, not 
the whole of India. 

India's efforts have won some impor- 
tant endorsements. Cox and Kings, a big 
British travel agency, said it had decided 
against cancelling any tours. "India re- 
mains open for tourists with the excep- 
tion of Gujarat,” it said. 

Meanwhile, the business travel trade 
was little affected. "The Intercontinental 
Hotel is not the same as a Surat slum," 
notes Ronald Behrens, a London-based 
specialist in tropical medicine. 

Economic confidence has also picked 
up. The Bombay Stock Exchange, which 
the plague helped push into a decline in 
the last week of September from previ- 
ous record levels above 4,600 points, 
started picking up again. It rose 38 points 
on October 4, to 4,377. 

Companies like Gadgil's Western 
Paques, meanwhile, are showing that even 
in muck there can be brass. The company, 
which uses Dutch technology, is one of 
the fastest-growing in Gadgil's Western 
India group, which has engineering, ship 
repair and oil-refinery interests in India, 
the Gulf and Singapore. 

Whatever silver lining companies like 
Western Paques may find, the plague has 
shown Indians how ugly the future of 
their cities could be if sanitation and water 
systems do not catch up with the urbani- 
sation created by industrial growth. 

The plague outbreak will also provide 
ammunition for the World Bank's call for 
governments and multilateral lenders to 
think more about investment in areas 
such as safe water, sewers and waste dis- 
posal for India and other developing 
countries. п 
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Dream Boat 


Controversial ex-casino boss sets up in Philippines 





By Jonathan Karp in Hong Kong 


f all the foreign businessmen 
O who've called on Philippine Presi- 

dent Fidel Ramos, few can swap 
war stories with the former general as well 
as Allen Glick. 

Schooled in guerilla warfare at some 
of the same United States bases where 
Ramos trained, Glick was decorated for 
service as an army captain in Vietnam. 
But the Vietnam War may pale compared 
with the ordeals he faced in the 1970s as 
a Las Vegas casino owner. Then, he was 
locked in a legendary partnership — un- 
witting, he has always maintained — with 
organised crime. Bankrolled by the mob, 
Glick survived death threats and eventu- 
ally gave testimony that helped convict 
underworld figures from Chicago, Cleve- 
land, Kansas City and Milwaukee. 

After shunning the spotlight for sev- 
eral years, the steely 52-year-old has now 
emerged as a player in developing the 
Philippines’ fledgling casino industry. 
Glick is spearheading The Philippine 
Dream Co., a U.S.-Filipino joint venture 
that plans to invest US$25 million in a 
Cebu-based floating hotel-casino. The ves- 
sel will combine Las Vegas glitz with the 
contrived charm of a Mississippi river- 
boat. The government recently approved 
the proposal — including a P66 million 
(US$2.6 million) tax break — encouraged 
by an endorsement from Ramos during a 
meeting with Glick in July. 

"They hit it off immediately," says 
James Kaplan, an executive-committee 
member with Glick's private Alta Re- 
source Group who attended the meeting 
at Malacanang Palace. Ramos was appar- 
ently impressed by Glick's war record — 
the only mark he made on his copy of the 
businessman's curriculum vitae was a cir- 
cle around Glick's military service. With 
reciprocal esteem, Glick says: "I firmly 
believe the Ramos government is trying 
its best to put the country into the 20th 
century." 

Central to that effort is boosting pri- 
vate and foreign investment in the Phil- 
ippines. Glick's venture is the latest to 
embrace a new formula devised by Ma- 
nila to lure such capital to its tourism sec- 
tor by twinning privately funded hotel 
projects with casinos, which under Phil- 
ippine law must be government-run. As 
with the first two hotel-casino deals of 
this type, signed recently with Malaysian 
companies, state-owned Philippine 
Amusement & Gaming Corp. (Pagcor) 
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The president is all for it. 


will rent space on Glick's ship and oper- 
ate the casino. If revenues exceed a pre- 
determined benchmark, Pagcor will give 
Glick's company 20% of gross profits 
above that level. “I always thought [gam- 
ing] was a great industry,” says Glick, 
who's been out of the casino business for 
15 years. "And it's just beginning in Asia." 

Glick has confidence in Manila's stra- 
tegy to exploit the growing Asian thirst 
for gambling. What he and other private 
investors offer is marketing expertise and 
the ability to draw high-rollers, skills 
Pagcor sorely lacks, its officials concede. 
The new investments — which would 
exceed US$500 million if all the current 
proposals are implemented — are also 
expected to raise the standard of Philip- 
pine gambling halls. Several of the 10 ex- 
isting casinos are, by international stand- 
ards, shabby. 

Glick's boat, a 400-foot former Japan- 
ese ferry, is being refurbished in Japan to 
expand the casino area to 12,000 square 
feet. The refurbishment will also enlarge 
some of the hotel rooms, whose number 
will be reduced to about 130 from 170, 
Glick says. Presently named The Japanese 
Dream, it will be rechristened The Philip- 
pine Dream when it docks at Mactan Is- 
land, facing Cebu City. 

Glick had wanted to moor the ship on 
the other side of the island, at the five- 
star Shangri-La Mactan Island Resort. But 
Shangri-La boss Robert Kuok declined to 
have gaming facilities on his premises, 
industry executives say. Either way, 
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Kaplan, who independently runs a tour- 
ism consultancy in Hong Kong, believes 
the casino will tempt tourists to stay on 
Mactan an extra day or two. It will need 
the business: Under the 10-year agreement 
with Pagcor, only foreign nationals will 
be admitted to the casino after its third 
year of operation. The investors 
aren't concerned. "Talk to a tour- 
ist on Mactan and typically he'll 
tell you he's bored," says Kaplan. 

Glick soared to notoriety in the 
U.S. in the early 1970s. Trained as 
a lawyer, he earned his first mil- 
lions in real estate. He then left 
San Diego for Las Vegas, where 
his biggest deal was the purchase 
of the Stardust and Fremont casi- 
nos in 1974. The deal was backed 
by US$87 million in loans prom- 
ised by the Central States Pension 
Fund of the powerful Teamsters 
union. 

Despite wide suspicions that 
organised crime had infiltrated the 
Teamsters at the time, Glick said 
he knew nothing of the connec- 
tion and sought financing from 
the pension fund because it was 
the largest lender in Nevada. He 
later told federal prosecutors that 
he learned of the mob connection 
only after he was trapped in a deal. Some 
observers don't believe he was so naive. 

Quickly, the mob installed its own peo- 
ple in Glick's casinos and skimmed mil- 
lions of dollars from slot machines. Testi- 
fying for the government in a celebrated 
1985-86 trial, Glick gave chilling accounts 
of how underworld figures manipulated, 
interrogated and threatened him and his 
sons. 

Glick sold the two casinos in 1979. He 
was never implicated in the skimming 
affair. But in 1981, without admitting 
wrongdoing, he settled Securities and 
Exchange Commission charges of fraud 
and issuing misleading public statements. 
The order barred him from involvement 
in a public company for 18 months. 

That colourful past was no secret to 
Ramos — Pagcor conducted a security 
check on Glick before approving their 
deal, say people involved. Indeed, the 
speed with which Glick completed his 
negotiations in the Philippines attests to 
his ability to impress powerful people and 
cut deals. 

Glick, whose Alta Resource Group con- 
trols about 90% of the Mactan venture, 
had some local help. His Filipino partner 
is Ablan Brothers Corp., led by Francis 
Ablan, former president of Caltex Philip- 
pines. And after Kuok turned him down 
for a docking site, Glick found a willing 
landlord in Cebu Yacht Club owner 
Emilio Osmena, former governor of Cebu 
province and Ramos' running mate in 
1992. ш 
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Pakistan's First Global Privatisation 


This announcement appears ав а matter of record only. 
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Pakistan Telecommunication 
Company Limited 


(to be incorporated with limited liability in Pakistan) 


Placing of 
5,000,000 Vouchers 
exchangeable for Shares of 
Pakistan Telecommunication Company Limited 
by Government of Pakistan, acting through the 
Privatisation Commission 


Issue Price: US$179.62 per Voucher 
raising US$898,100,000 


Global Co-ordinators 
Muslim Commercial Bank Jardine Fleming 
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CHINA 
Future Oil Shock 


Economic growth will force 
Beijing to import 100 million 
tonnes of crude oil annually 
by 2010, a senior economist 
told the official China Daily. 
Domestic oil production will 
continue to fall short of 
demand “if no new big oil 
fields are tapped,” predicted 
Li Boxi, an economist at the 
State Council’s Development 
Research Centre. 


Huaneng Price Cut 


Lehman Brothers cut the 
price of Huaneng Power 
International's initial public 
offer on the New York Stock 
Exchange. The Chinese 
company’s American 
depositary receipts will be 
offered at US$20.00-22.50 
each, a price-earnings ratio of 
15-17. The offer was 
originally priced at US$22.50- 
27.50. 


TAIWAN 
Technology Relief 


Asia-Pacific Investment 
announced a total market 
capitalisation of NT$16 billion 
(US$615 million), with more 
than 200 shareholders — 
mostly large Taiwanese 
corporations. The company is 
scheduled to be formally 
established on October 11 
under the chairmanship of 
Formosa Plastics’ head Y. C. 
Wang to find ways to relieve 
Taiwan's heavy dependence 
on Japanese industrial 
technology. 


THAILAND 
Exchange Seats Awarded 


Ekachart Finance & Securities, 
Jardine Fleming Thanakom 
Securities, Nithipat Capital 
and Prime Finance & 
Securities were awarded seats 
on the Stock Exchange of 
Thailand. For the privilege, 
the new brokers must pay a 
Baht 200 million (US$8 
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million) fee up front, and 
another Baht 100 million over 
the next five years. The 
exchange now has 44 
members. 


Rail Work Begins 


Tanayong subsidiary 
Bangkok Transit System 
officially started test 
construction on its proposed 
elevated train system in 
downtown Bangkok. Progress 
on the project has been 
slowed by political bickering 
and attacks by 
environmentalists and 
others who want the 
capital's rail lines to go 
underground. 


PHILIPPINES 
New Market Index 


The Philippine Stock 
Exchange adopted a new 
system for computing the 
market's indices. Stocks of 
Petron, which listed in 
September, and San Miguel 
dominate the composite 
price index, called Phisix, 
with a combined 25% 
weighting. 


BURMA 
Glaxo Opens Office 


British pharmaceutical firm 
Glaxo is opening a branch 
office at the Forest Ministry's 
new international business 
centre in west Rangoon. 
Glaxo said it plans to help 
local hospitals conduct 
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medical research as well as 
promote its own products. 


Mining Bids Invited 


Rangoon has given up its 
monopoly on gold and 
copper mining and invited 
bids from foreign companies 
interested in prospecting and 
exploring 16 blocks in north 
and central Burma. Sealed 
bids are to be submitted to 
the Ministry of Mines by 
November 30. 


MALAYSIA 
Foreign Help Wanted 


Kuala Lumpur will recruit 

50,000 Bangladeshi workers, 
doctors and nurses annually, 
said Deputy Home Minister 
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Performance of selected 
Asian currencies 
Relative to US$ (1987-1994) 
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Dato Megat Junid Megat 
Ayob after a four-day visit to 
Dhaka. There are about 
100,000 Bangladeshis already 
employed in Malaysia, mostly 
in construction and plantation 
projects. The country, 
however, requires about 1.3 
million additional foreign 
workers and technicians to 
work in hospitals, industrial 
units and construction. 


INDIA 
Cable-TV Controls 


New Delhi tightened its 
control over the country's 
hundreds of cable-TV 
networks, saying it will have 
the power to close down and 
penalise operators as well as 
advise them on what they 
show. А new presidential 
ordinance requires that cable- 
TV operators be Indian 
citizens and limits foreign 
equity to 49%. All operators 
have to register at post offices 
and renew licences annually. 
The law also requires them to 
show two channels of the 
government TV service, 
Doordarshan. The ordinance 
replaces a similar 
parliamentary bill. 

That measure has been 
delayed because cable 
operators complained it 
would be impractical to 
check the content of foreign 
satellite channels before 
transmission. 


BANGLADESH 


Development Funds 


The United States will 
provide US$80 million of a 
new US$106 million five-year 
development programme. 
The project is designed to 
diversify agriculture, 
introduce new agricultural 
technologies, and encourage 
expanded employment in 
agro industries in 
Bangladesh. Dhaka will fund 
the remainder of the project, 
which is expected to create 
about 700,000 jobs. 
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a a = Seoul defies cooling measures в в в Singapore, Kuala Lumpur advance moderately 
п m u Election fever pumps up Taipei а п в Tokyo regains ground в в в Bangkok shows 
little change = в = Sydney, Wellington slide in week ended on October 4 = m m 
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CHINA 


Good in Parts 


he State Council has released its lat- 

est rules on overseas securities offers 
and listings by Chinese companies. As 
with most developments in the Chinese 
experiment with equity capital, the 
announcement was significant not only 
for the measures it disclosed, but for the 
issues it failed to address. 

The rules say companies may tap capi- 
tal markets more than once in 12 months 
and may issue convertible bonds. The 
document also calls for "sincerity" on the 
part of senior managers and forbids them 
from seeking personal gain from their 
positions in listed companies. 

Shareholders with a stake of 5% or 
more can propose motions for inclusion 
on the agenda of a company's annual 
general meeting. But the exact procedure 
isn't clarified. Accounting firms, mean- 
while, have the right to express their 
views to shareholders after they are no 
longer under contract to a listed enter- 
prise. 

Such measures are commendable. 
However, the rules fail to mention two 
touchy issues: asset transfers from Chi- 
nese companies to subsidiaries listed out- 
side China; and "backdoor listings," by 
which Chinese firms have bought shell 
companies in Hong Kong to gain listings 
there with minimal disclosure. Provisions 
that touched on both of these issues were 
dropped. 

“It was too much of a political hot po- 
tato," asserts Nicholas Howson, a lawyer 
based in Beijing for Paul, Weiss, Rifkind, 
Wharton and Garrison. "Because so many 
[powerful individuals] have a stake in 
backdoor listings, they didn't want to let 
the China Securities Regulatory Commis- 
sion assert its jurisdiction." 

Nor do the new rules end Beijing 
authorities’ dependence on naibu, or in- 
ternal regulations that are never pub- 
lished. This still results in practices that 
contradict the rule of law — to the ex- 
tent it exists — and complicates lawyers’ 
efforts to understand what is permissi- 
ble. 

In the political realm, the rules offer a 
clue as to who's in charge of market- 
related matters in Beijing. The regulations 
come from the Securities Committee of 
the State Council, which the rules say is 
the ultimate decision maker on who gets 
to list and when, not the securities regu- 
latory commission. The State Council's 
control shows that it's using the commis- 
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sion "as an arm of government policy, not 
to regulate but to control capital construc- 
tion and the flow of funds," says Stuart 
Valentine, a partner with Clifford Chance 
in Hong Kong. m Henny Sender 


BANGKOK 


Khashing In 


hat's in a name? A lot of suspicion, 

it seems, if that name is Adnan 
Khashoggi. The Thai financial press has 
been abuzz recently with reports that 
Khashoggi, who gained notoriety as an 
arms dealer in the Iran-Contra scandal, is 
leading a group of Middle Eastern busi- 
nessmen bidding to take over three Thai 
companies. 

It’s really no big deal, says Rakesh 
Saxena, Khashoggi’s representative in 
Bangkok. Khashoggi holds only a small 
stake in the informal Paris-based invest- 
ment group. Besides, asks Saxena, what 
difference does it make what line of work 
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Khashoggi used to be in? He is now chair- 
man of Al Nasr Trading & Industrial 
Corp. 

None of the companies that Khashoggi 
and his group are trying to buy are con- 
sidered blue-chip. One is an ailing elec- 
tronics company, Semiconductor Ventures 
International (Svi). The second is a small 
cement manufacturer, Jalaprathan Ce- 
ment. And the third, Morakot Industries, 
produces palm oil. 

Trading in the shares of all three com- 
panies was suspended on September 14, 
pending the release of details about the 
takeover bid. So far, none of the com- 
panies has been forthcoming enough to 
please the Stock Exchange of Thailand; 
the shares remained suspended on Octo- 
ber 4. 

Khashoggi and his group “want to es- 
tablish a big trading and manufacturing 
base in the Far East," says Saxena. "That 
is their strategic vision." If the deal goes 
through, he says, the firms "will become 
holding companies over the next couple 
of years." 

АП the details haven't been worked 
out. The total price of the deal could be 
as high as Baht 3.2 billion (US$128 mil- 
lion), according to a filing with the stock 
exchange. The buyers have offered to pay 
Baht 200 per share for Jalaprathan, which 
was trading at Baht 137 before it was sus- 
pended. Shareholders of svi have been 
offered Baht 50. (It was last traded at Baht 
35.75.) Saxena says the prices could easily 
come down, depending on the results of 
due-diligence studies. 

The potential sale of svi has caused 
regulators some concern. Ownership of 
the company has changed twice in two 
years. Businessman Cherdsak Kookia- 
tinan, who now controls svi, took over 
only in August. In filings with the Securi- 
ties and Exchange Commission before the 
takeover, Cherdsak promised to improve 
the company. Regulators aren't sure he's 
made good on his part of the bargain. The 
case has prompted authorities now draft- 
ing takeover regulations to consider how 
much progress must be made before a 
company can be sold on. 

"The deal is opening up a lot of issues 
and new questions," says Saxena. "Regu- 
lators have to resolve them." 

Saxena, who works as a treasury ad- 
viser to the Bangkok Bank of Commerce, 
has been involved in other high-profile 
deals this year, including Globex's hostile 
attempt to take over Phoenix Pulp & Pa- 
per. With more and more mergers and 
acquisitions taking place, the market un- 
doubtedly will be hearing more from him 
in the future. m Gordon Fairclough 
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Courses 


EJ THE UNIVERSITY 
OF QUEENSLAND 





Postgraduate Study 


Department of Government 


Master/Diploma of Social Science in Asian Government — а 
two-year/one-year full-time study of Asian politics, society 
and economics as well as international relations issues 
affecting Australia. It covers China, Japan, SE Asia and the 

: SW Pacific as well as comparative politics, international 
relations and methodology with an Asian emphasis. 


Master of Public Administration — a two-year full-time 
coursework program in public policy and administration for 
those in both the public and private sectors who are concerned 
with management and organisation. 


Research programs consist of supervised research leading to 
the degrees of MA or PhD. General areas covered by the 
Department's active research interests include: 

Public Policy and Administration 

Political Economy 

Australian Politics 

Asian Politics 

Political Theory 

Peace and Conflict Studies 

International Relations 

Gender Politics 


All programs may be taken part-time. 


For further information, handbooks, fee schedule (overseas 
students) and scholarship material (research only), contact: 
Administrative Officer, Department of Government, 

The University of Queensland, Old 4072 Australia. 

Tel: 461-7-365-2637; Fax: 461-7-365-1388. 


DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhere in the world, Also Bachelor's, 
Master's and Doctorate programmes 


in Computer Science, Economics, Edu- 
cation, Engineering, International Law, 
Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: «45 31 81 58 14 


For QUALITY response... 
advertise in this section 
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MINERAL WAT ER 
FROM NEW ZEALA 


.. probably the best bottle d 
water in the world. 


Agents required. 


Mt Aspiring Water Co Ltd 


PO Box 670, Auckland, New Zealand 


Phifax NZ 64 9 3090 444 





UNITED STATES & CANADIAN IMMIGRATION 
(and) SECOND PASSPORT/OFFSHORE COMPANIES. 


Full legal representation on a contingency fee basis. Contact for 
details: 


Edward P. Gallagher, Attorney-at-Law 
3 Bethesda Metro Center(#750) , Bethesda , 
Md. 20814(US A) FAX: (301) 983-3439 





CLASSIFIED ADVERTISEMENTS 





/ OFFSHORE ^ 
/ COMPANIES 


Full Nominee Management, Accounting 
and Admin services available at 
reasonable cost with no hidden extras. 
Ready made Companies available. 


BAHAMAS 

B. V. ISLANDS 
DELAWARE 
GIBRALTAR 
HONG KONG 
ISLE OF MAN 


MADEIRA 
MAURITIUS 
PANAMA 
S, IRELAND 
W. SAMOA 
ier jurisdictions and offshore trusts available 
оп request, 
ALL CREDIT CARDS ACCEPTED 
For тейи service and free 60-раде 
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lan, IM99 4AN 
Teli+44 624 815544 Fax: +44 624 815548 
PETER SIDNEY Esq 
72 New Bond Street, London ҮЛТҮ 900 
Tel: +44 71 355 1096 Fax: +44 71 495 3017 


DIANA BEAN 
24 Raffles Place, 26-04 Clifford Centre 
5 оге 0104 
Tel: 465535 3382. Fax: +65 535 3991 
ANDERS WADMAN, Solicitor 
2402 Bank of America Tower, 

12 Harcourt Road, Central, Hong Kong, 
Tel: +852 5220172. Fax: +852 521 1190 
KEVIN MIRECKI Attorney at Law 
3501 Jamboree Road, Suite n 
Newport Beach, CA 92660, U.S.A. 

Tel: «1714 854 3344 Fax: +1 714 854 6967 
SUZANNE GUJADHUR, Barrister 

Sth Floor, 
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Tel: +230 212 9800. Fax: +230 212 9893 
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Les Cascades 
Edith Cavell Street, Port Louis, Нер, of Mauritius 











REVIEW-IN-EDUCATION 
PROGRAMME 


The Far Eastern 
Economic Review 
offers a special 
education programme for 
educators and students. 
For further 
information, contact 
Fanny Fung at: 

Review Publishing Co., Lid., | 
The Review-in-Education Programme; 
25/F Citicorp Centre, 
18 Whitfield Road, 
Hong Kong 
Tel: 5084334. Fax: 5031549 
Telex: 66452 REVCD HX 








REVIEW CLASSIFIED 
ADVERTISEMENTS 


Cost: US$ 84 per column centimeter 


Column Width: 


1 column ` 41mm 
2 columns 88 mm 
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3 columns 
4 columns 


Column Depth: minimum 30 mm, maximum 230 mm 
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Ful page 
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(230 х 88 mm) US$ 3864 
) 
) 


US$ 1932 
US$ 2016 


US$ 4032 
US$ 7728 


For more information, please contact the: 
Classified Advertisement Manager, 


Far Eastern Economic Review, 


25/F, Citicorp Centre, 
18 Whitfield Road, 
Hong Kong. 


Tel: 5084473, Fax: 5031537 
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Appointments | - 


PROFESSIONAL CONSULTANTS 
IN 
ASIAN RURAL DEVELOPMENT 


Cargill Technical Services Ltd (CTS) is eager to hear from 
professional consultants with specialist experience of rural 
development in Asia. We are particularly interested in those 
with skills in post-harvest processing and marketing 
(AGRIBUSINESS) and in related disciplines such as eco- 
nomics, policy and planning, financial analysis, business 
administration and human/institutional development. 


As part of the world's largest agri-based business, CTS offers a 
complete consultancy and management service for agricultural, 
rural and agro-industrial development. The rapid expansion of our 
public sector consulting business in the region means that we 
urgently need to add to our register of experienced professionals 
available for both long and short-term assignments. 


We need to hear from qualified individuals (preferred Masters or 
Doctorate) with a minimum of ten years field experience as 
professional consultants to the major international development 
agencies active in Asia. Excellent written English, a working 
knowledge of at least one Asian language and country experience 
including Bangladesh, Cambodia, China, Indonesia, Laos, Mon- 
golia, Nepal, Pakistan, Philippines, Sri Lanka, Thailand and Viet- 
nam would be especially useful. 


Please fax or mail resume to Geoffrey Bastin, Regional Manager. 
Cargill Technical Services Ltd, 18th Floor, Sintorn Tower Ш, 130 
132, Wireless Road, Lumpini, Bangkok 10330. Thailand. Fax: 66- 
2 263 2945, Phone: 263 2901, 263 2929 


REVIEW 
CLASSIFIED SECTIONS 


The classifications available in this section are as 
follows; when booking, please state your requirements: 


Appointments 

Business Equipment 
Business Opportunities 
Business Services 
Conferences & Exhibitions 
Courses & Seminars 
Education 

Fellowships 


Hotels & Accommodation 


Investment Opportunities 
Notices 

Personal 

Property 

Positions Wanted 
Publications 

Residential Schools 


Universities 


The Asia Society is a non-profit public education organization engaged in 
increasing American understanding of Asia. The Society is currently seek- 
ing individuals to develop programs in its Contemporary Affairs 
Department. Positions available include: 


ASSISTANT DIRECTOR: will both assist the Director and 
play a leadership role in developing and implementing projects and publi- 
cations, and in the administration of the Department, The candidate 
should have a broad knowledge of and experience in Asian affairs with 
emphasis on political, economic and international affairs. Ph D. preferred. 


PROGRAM ASSOCIATE (2 positions): puties include 
responsibility for development and implementation of ongoing projects, 
writing project proposals, controlling program budgets and liaising with 
donors. М.А. in Asian Studies with specialization in politics, economics or 
international relations. 


Excellent oral and written communication and organizational skills are essen- 
tíal for all three positions; first-hand working experience in Asia and a knowl- 
edge of one or more languages of the region is desirable. The Departments 
programming activities encompass all parts of Asia but in filling these three 
positions preference will be given to candidates with experience in: 
* CHINA 
* NORTHEAST ASIA 
* SOUTHEAST ASIA 
* SOUTH ASIA 
Candidates must currently meet all applicable U.S. Government require- 
ments for lawful employment in the U.S. The Asia Society seeks to fill 
these positions as soon as possible, Candidates are encouraged to reply in 
writing or call: DR. GOWHER RIZVI, Director of Contemporary | 
Affairs, The Asia Society, 725 Park Avenue, New York, NY 10021; 
Telephone 212-288-6400; Fax 212-517-8315. 
we are an equal opportunity employer m/f/v/h 


Wien you need important infor- 
mation, you invariably want it fast 
and accurate. The Review Index 
enables rapid access to the most 
Ti respected Asia-Pacific information 


source: The Far Eastern Economic 
Review. Everything published 
during the preceding quarter, by 
country, subject and date is detailed 
in the Review Index. 


Wi 


Tuis essential research tool also includes a cumulative 
annual edition. End hours of needless searching. Sub- 
scribe now and recetve your Review Index four times 
per year, including the cumulative annual at US$75 per 
year. 














PROFILE 


Hamengku Buwono X 
Indonesia 





Royal Interests 


Sultan of Jogjakarta's business sense 
helps pay palace bills 





By John McBeth 





apperly dressed in a grey suit and 
D burnished shoes, the Sultan of Jog- 

jakarta draws on a cigarette in the 
anteroom where he greets private guests 
and talks about his businesses. "It's diffi- 
cult to regard myself as a conglomerate," 
he muses softly, "because my role is re- 
ally to give rather than to receive." 

Hamengku Buwono X is descended 
from the House of Mataram, founded in 
1580. Unlike his predecessors, who stare 
imperiously from frames hanging on the 
walls, the thoroughly modern sultan has 
to make his own way in the world — 
even if he does live in the ornate kraton, 
or palace, that has served one of In- 
donesia's most prominent sultanates since 
1756. 

The 48-year-old sultan is a man of 
property, of course. Foreign tourists pay 
Rps 1,000 (46 U.S. cents) to tour his pal- 
ace; Indonesian visitors pay Rps 500. But 
those fees don't begin to cover the cost of 
1,473 palace retainers and a host of other 
expenses. A businessman before he be- 
came sultan, Hamengku Buwono X relies 
on income from his personal business 
portfolio: Jakarta’s Bank Mataram, a Jog- 
jakarta lending agency and a manufac- 
turer of women's accessories. 

A 1988 issue of the now-de- 
funct Tempo weekly described 
his father, the previous sultan, 
as one of Indonesia's wealthiest 
men. But Hamengku Buwono X 
isn't comfortable with such a 
reputation. "I need my busi- 
nesses just to survive," he says. 

Stoic abdi dalem — or servants 
— in traditional dress serve pas- 
tries and iced drinks with the 
same decorous precision they 
have displayed for centuries. 
Still, the sultan says people look 
on him more as a community 
leader than a sovereign head. 


Part of the sultan's kraton. 


After all, he is not only chairman of the 
Jogjakarta Chamber of Commerce, but 
also head of the local chapter of the rul- 
ing Golkar party. 

Visitors receive a copy of Future Per- 
spective апа Development Strategies for the 
Special Region of Jogjakarta. This 42-page 
paper, which the sultan has had trans- 
lated into English, lays out his ideas for 
new approaches in formulating Jogjakar- 
ta's future economic development. It is, 
he says, a reflection of his responsibility 
towards a region that is the cradle of 
Javanese culture and tradition. 

The sultan has a strong attachment to 
Australia and travels there frequently for 
business and pleasure. Three of his five 
daughters attend Australian schools, at- 
testing to the country's growing attrac- 
tion as an education centre for Indone- 
sian students. 

"Australia is our best and nearest 
neighbour," says Jogjakarta's regal ruler 
— with the conviction of a man who has 
spent too many hours in the company of 
Australian Prime Minister Paul Keating 
and Foreign Affairs Minister Gareth 
Evans. "Our geographical location de- 
mands an inter-relationship between the 
two of us. It shouldn't just be the two 
governments. It should also be between 
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communities." 

Crowned in March 1989 at the culmi- 
nation of a week of tradition-steeped cere- 
monies, Hamengku Buwono X has a hard 
act to follow. His father, Hamengku Bu- 
wono IX, was a national hero who faced 
down the Dutch colonial regime during 
Indonesia's struggle for independence in 
the 1940s. Later, he served as second vice- 
president, from 1973 to 1978. 

In a reign lasting 49 years, the late sul- 
tan was most noted for his modesty; many 
of his loyal subjects considered him а 
genuine democrat. Educated in the Neth- 
erlands, he instituted reforms and abo- 
lished many of the old traditions that had 
established a yawning social gulf between 
the ruler and his people. 


is son clearly learned something at 
H his father's knee. "I was born after 

the country gained independence 
and that means I have had to change roles 
and establish a dialogue with the people," 
he says. "As a leader, my behaviour 
should reflect the character of the people 
... the main duty of the sultan is always 
in favour of the people's interest." 

Hamengku Buwono X talks of the 
need to balance his duties with one eye 
on tradition, the other on modernisation. 
"| have to talk traditionally to 
maintain the role of the palace," 
he says. "On the other hand, I 
have to push democratic devel- 
opment in the interests of the 
people." 

The sultan insists the palace 
doors are open to everyone. "If 
the people regard the palace as 
an artefact, then they will no 
longer need the sultan," he ex- 
plains. “But if life is seen to be 
going on in the palace, then there 
will always be a need for it in 
the long term. This is the chal- 
lenge I have to face. That's the 
commitment." и 
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there is no love lost between banks and the postal service, right?” 


asks Gerald Richard, Asset Management, UBS. “Well, not long ago 
a major European post bank asked us to launch a mutual fund for 
them in Luxembourg. They didn’t have to think twice about our 
qualifications: we’re a leader in asset management worldwide, the 


number one Swiss bank, and our AAA rating isa pretty nice support.” 
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LETTERS 


All letters must include the writer's name and address and are subject to editing. 
Letters may be mailed to the Review, GPO Box 160, Hong Kong, or faxed to (852) 503 1530. 





One Man, One Vote 

With regard to Frank Ching’s September 
15 column [Phantom Hong Kong Voters, 
EYE ON ASIA], I should like to first point 
out that his suggestion that the electoral 
roll has been purposely inflated by retain- 
ing voters who have left Hong Kong is 
totally unfounded. We attach great im- 
portance to the accuracy of the voting reg- 
isters, and we fully accept that more can 
be done to make the electoral roll more 
accurate and up-to-date. 

No electoral roll, however, can be 100% 
accurate all the time, particularly in a 
place like Hong Kong, where there is high 
mobility. Ideally, all those who moved 
house or emigrated would immediately 
inform the Registration and Electoral Of- 
fice. But many either forget or do not 
bother to do so. 

This office nonetheless maintains a vig- 
orous checking and updating system that 
includes: 
> An effort to identify and record errors 
in addresses from 
those who bring their 
poll cards to the poll- 
ing station on Election 
Day. 
> An annual vetting 
exercise that sends 
formal, written inquir- 
ies to voters when in- 
accurate particulars 
are noted or suspected 
(e.g., a poll card that 
has been returned as 
undeliverable mail). 
Those who fail to re- 
spond to the inquiries 
will have their names 
included in the “Pro- 
posed List of Omis- 
sion of Names from 
the Final Register” 
published in the Pro- 
visional Register. To safeguard against 
erroneous deletion, there is a mechanism 
of objection and claim in respect of the 
entries in — or their omission from — the 
register. 
> An annual exercise which aims to re- 
flect the cases of death and reported 
changes in particulars. In 1994, some 
326,000 cases were received and updated 
this way. 
> A special matching exercise to 
cross-check voters' particulars against 
records kept by the Housing Department 
(for those who live in public housing 
estates) and records kept by the Regis- 
tration of Person's Office (for those who 
live in private premises). Records 
maintained by the Transport Department 
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Hong Kong polls: accuracy first. 


are also matched. 

Ching’s suggestion of re-registration by 
postal inquiry and de-registration of those 
who fail to respond may appear simple 
and attractive at first sight. But the sug- 
gestion carries with it a deprivation of a 
vested right which should not be em- 
barked on lightly. We believe that a reg- 
istered voter should not be deleted from 
the electoral roll and disenfranchised just 
because the post fails to deliver the in- 
quiry or he happens to be out of town 
when it arrives. 

CARRIE WILLIS 

Chief Electoral Officer 
Registration and Electoral Office 
Hong Kong 





Insulted 

It is interesting to learn that Malaysian 
Prime Minister Datuk Seri Mahathir Mo- 
hamad considers war compensation for 
victims not to be an issue [Forgive and 
Forget, Sept. 8]. Most 
of his older country- 
men would disagree. 
To then imply that 
former British rule 
and Japanese wartime 
occupation are in 
some way comparable 
is breathtaking. Now 
it is our turn to feel 
insulted. 
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IAN RAE 

Bury St. Edmunds, 
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England 





Miscommunication 
Nate Thayer reported 
in his article Party 
Line [Oct.6] about 
monitoring practices 
in Cambodia. Electronic eavesdropping 
devices are often referred to as "bugs" or 
“taps” and the two are often confused, as 
they are in this article. 

"Bugs" are radio-frequency devices 
with an integrated microphone. A bug 
will pick up surrounding noises and 
voices in its proximity and transmit them 
to a receiver. Commercially available FM 
bugs transmit normally at around 100 
megahertz and can be received on the FM 
band by any radio. 

А "tap" is a term applied to the di- 
rect or indirect connection of an electronic 
device to a pair of telephone wires with 
the purpose of intercepting telephone or 
data (facsimile, modem) communica- 
tion. 
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Fax monitoring is easy — but not as 
easy as described in the article. The fax- 
monitoring system must be able to read 
the communication protocol, or “hand- 
shake" signals, which synchronise the two 
fax machines. This cannot be done sim- 
ply by hooking up a third fax machine to 
a target fax line but requires a computer- 
assisted system. 

Commercial radio scanners are able to 
intercept only analog and not digital cel- 
lular-telephone conversations. Nor can the 
scanner monitor specific numbers; rather, 
it will lock onto the strongest signal found. 
To monitor target numbers requires spe- 
cial cellular-telephone monitoring equip- 
ment costing about US$10,000. 

U. BAEUMIE 
Managing Director 
Swiss-Impex 
Hong Kong 





Capital Idea 
Your article on New Zealand Quitting 
Season [Sept. 29] was most interesting to 
this overseas New Zealander. I am, how- 
ever, less than impressed to see Auckland 
listed as the capital of the country. I note 
that the author wrote from Wellington, 
which is the capital. 
JANICE REID 
Manila 





Long-Term Lender 

A recent edition of your publication [BUSI- 
NESS BRIEFING, Sept. 8] erroneously stated 
that General Electric Capital's recent ac- 
quisition of the consumer finance busi- 
ness of Minebea marked the first time a 
foreign company has entered Japan's con- 
sumer finance business. 

AIC Corp., a subsidiary of Associates 
Corp. of North America, has been mak- 
ing consumer loans in Japan since 1979. 
Today, AIC has 202 branches, serves some 
250,000 customers and has approximately 
US$1.4 billion in outstandings. It is the 
largest U.S.-owned consumer finance 
company in Japan. 

FREDRICK H..STERN 

Senior Vice-President 

Associates Corp. of North America 
Dallas, Texas 
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EDITORIAL 


Has Hong Kong Peaked? 





As 1997 approaches, growth is taken for granted 


ust before Governor Chris Patten delivered his an- 
J nual policy speech this month, we had a chance to 

chat over tea and coffee in his office. We noted that 
political affairs have dominated Hong Kong's headlines 
since he became governor. Our question was whether it 
was not equally important to keep ahead of the competi- 
tive pressures from a region rapidly closing the gap on 
Hong Kong's traditional advantages. The Governor agreed 


and stressed the need to maintain low taxes and prudent | 
public spending. “While I'm in favour of developing com- | 
munity programmes,” he said, “I’m even more in favour | 
of leaving more money in people's own pockets to make | 
| want to keep officials from raiding the pension fund, for 


decisions. So I'm still a reactionary old Tory." 

If leaving more money in people's pockets is the defi- 
nition of a reactionary old Tory, Hong Kong could use 
more of them. This is the heart of what makes Hong Kong 
Hong Kong. When Britain and China signed the 1984 Joint 
Declaration setting out the terms for the transfer of sover- 
eignty to Beijing, they pledged to keep Hong Kong's "capi- 
talist system and lifestyle." Despite the astonishing 
achievement of Hong Kong — where average incomes 
are now higher than in Britain — its unique features seem 
to escape many foreign observers. In a recent issue of 
Time magazine, the neighbouring Portuguese colony of 
Macau, which returns to China in 1999, was held up as a 


model for cooperation during the transition. But what | 


makes Hong Kong so valuable is precisely that it is not a 
Macau, not a caricature of a modern city in China racked 
by corruption, ruled by gangs, rife with vice. 


As Lee Kuan Yew has pointed out, the greatest legacy | 
Britain offers Hong Kong is the rule of law that trans- | 
formed a barren rock into a world trading centre. Our | 
Where To Put Your Money panellists this week see bear- | 
ish signs now in part, as one panellist put it, because | 
Hong Kong has benefited from its "superior legal and | 
social infrastructure — and both are threatened by 1997.” | 

While greater openness on the political front is as es- | 
sential as Mr. Patten has stressed, it is not sufficient. If | 
Hong Kong hopes to preserve itself come 1997, it needs | 
not simply more efficient government, but smaller gov- | 
ernment. That means resisting the calls for more spend- | 
ing not only from democratic activists lobbying for spend- | 
ing, but also from big business as usual eager for public | 
| Sault on Gatt seems to herald a split from the free-trade 


subsidy and insulation from competition. 


Indeed, we have some sympathy for the Beijing spokes- | 
man who accused the governor of “welfarism”; China, | 
now marching towards capitalism, apparently does not | 
want socialism in Hong Kong. Mr. Patten drew this insult | 
by announcing more money for education, expanded pub- | 
lic housing and a push for a controversial old-age pension | 
scheme. Hong Kong people would be better off with ini- | 
tiatives to privatise public housing, open up the educa- | 


tion market to competition and avoid saddling Hong Kong 


with a European- or American-style social security SyS- 


tem. Many of the functions of Hong Kong's publicly sup- 
ported Trade Development Council could be done by the 
private sector, for example. Likewise, it's time to take apart 
some of the cosy, old-boy arrangements that stifle compe- 
tition in the banking and airline industries. 

A leaner, more open economy is important because it 
saves money that rightly belongs to the taxpayers and 
because this would avoid what Mr. Patten would under- 
stand as near occasions of sin for the government. This 
extends to most every walk of Hong Kong life. If you 


example, you're better off not having a fund for the gov- 
ernment to oversee, If you want university presidents to 
keep their independence, they should not have to rely on. 
any government for funding. Certainly you can cheat . 
around the edges and still make lots of money, as China's | 
own development this past decade has proved. But that's — 
not the Hong Kong way. ы 


Trading Places 
Look who's blocking Gatt 





neither political party can apparently be trusted on trade 
issues. That, at least, is what we make of the successful | 
effort by a Republican congressman, Newt Gingrich of. 
Georgia, to delay United States approval of legislation on. 
the most progressive instrument for world economic re- 
form: the recently concluded Gatt trade round. 

These columns have not been shy about criticising Bill 
Clinton's trade policy, but his support for the latest Gatt 
round deserves applause. If successful, this would smooth 
trade opportunities world-wide and help eliminate the 
bilateral excesses that now characterise U.S. dealings with | 
both Japan and China. But Mr. Gingrich has thrown a 
wrench into the works, holding up ratification in order to 
deprive Mr. Clinton of a trade triumph before mid-term 
elections in November. 

Politics is politics, we suppose. But the Republican as- 


dominated Reagan-Bush years and more broadly from 
America’s post-war commitment to a liberal world trad- 
ing order. The future of the multilateral trading system 
still depends on the world’s leading economy. This lead- 
ership is now in question. Mr. Gingrich’s willingness to 
take his cue from trade isolationists suggests a new, zero- 
sum bipartisanship in which all of us — including the 
U.S. — can only emerge the poorer. и 
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t now looks unanimous. In post-Cold War America, | 














1995. NANCY ABEIDERRAHMANE (MAURITANIA) 
Pasteurising camel's milk in the desert. 
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The 1996 Rolex Awards for Enterprise. 
Since their creation in 1976, the Rolex 


Awards for Enterprise have drawn thousands 
of applications from motivated men and 
women in wide-ranging fields of endeavour. 

Once again we are issuing a worldwide 
call for entries. If you feel that like the past 
winners above, you can demonstrate the spirit 
of enterprise in your own field, wed like to hear 
from you. 

US $350,000 to be awarded. 

The five applicants whose work is judged 
the most outstanding by our distinguished 
Selection Committee will each receive an 
award of US $50,000 together with a specially 
inscribed gold Rolex Oyster. 

Ten further people whose projects are 
deemed particularly promising will each be 
awarded US $10,000 and an inscribed steel 
and gold Rolex Oyster. 

A choice of categories. 

We will be looking for entries that fall into 
one of the following categories: Applied Sciences 
and Invention; Exploration and Discovery; The 
Environment. 


The winning projects will be the ones 


1987. JOHAN REINHARD (PERU) 
Studying Andean mountain-top ceremonial sites. 





follow in their footsteps? 
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THE ROLEX AWARDS FOR ENTERPRISE 


1981. MILAN MIRKOVIC (AUSTRALIA) 
Cultivating the jojoba plant in the desert. 





that display exceptional enterprise, commitment 
and feasibility. 

When the results are announced in 1996 
a hardback book will be published giving 
details of many of the best entries. 

How to apply. 

You can send for an application form with 
a set of rules and conditions from: The 
Secretariat, The Rolex Awards for Enterprise, 
PO. Box 1311, 1211 Geneva 26, Switzerland. 

Completed applications must reach the 
Secretariat by 31 March 1995. The Awards 
will be presented in Geneva in May 1996. 


The Selection Committee 
Chairman: Mr. André J. Heiniger. (Chairman of the Board and 
Chief Executive Officer of Montres Rolex S.A.) 
Dr. Mary Archer (Great Britain): Chemist, Chairman of the 
Mr. Ricardo Bofill (Spain): Architect, 
Mrs. Laila 
El-Hamamsy (Egypt): Anthropologist, Professor Emeritus at the 


National Energy Foundation - 


founder of the Taller de Arquitectura in Barcelona - 


American University of Cairo - Professor Reinhard Furrer (Germany): 
Physicist and astronaut, Managing Director of the Berlin Space Institute. 
Mr. William Graves (United States): Editor of National Geographic 
magazine . Professor Tommy Koh (Singapore): Law professor and 
diplomat, Chairman of the National Arts Council and Director of the 
Institute of Policy Studies - Professor Luc Montagnier (France): 
Research virologist, Professor at the Pasteur Institute in Paris, Research 
Director at the National Scientific Research Centre (CNRS) - Dr. Ivo 
Pitanguy (Brazil): Plastic surgeon, Director of the Ivo Pitanguy 
Clinic and Professor at the Carlos Chagas Medical School of Rio de 
Janeiros Catholic University - Ms. Junko Tabei (Japan): Mountaineer, 


Representative of the Himalayan Adventure Trust. 
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A gains during the third quarter, in 
contrast to the first half's widespread 
declines. But the rest of the Year of the 
Dog holds mixed prospects. South Korea 
looks promising; Hong Kong doesn't. 
Malaysian stocks may get a wild pre- 
election ride, but it won't be for the 
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125 YEARS HAVE TAUGHT US THE VALUE OF PARTNERSHIP. 


Over a century ago, on around the world. We have 


Pine Street in downtown remained a partnership 
New York City, two because it 


individuals launched 


inspires 


teamwork, creativity and 





a partnership. Today, dedication — qualities 


our partnership continues that are vital to building 


to thrive in 30 offices and sustaining strong client 


relationships. It is a way of we celebrate not just our 


doing business built on anniversary, but our strong 


the belief that when [ТТТ commitment to each 


Sachs 






people are dedicated other and to our clients. 


to working together, It is a commitment that 
excellence and innovation has served our clients and 


result. Therefore, this year, our firm well for 125 years. 
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Far Eastern Economic Review on Аг 


The Review's daily half-hour television show is 3 3. I 
broadcast on satellite network Asia Business =+ «+ 

News. Review correspondents and editors discuss a topic i in the 
news with expert guests. Nury Vittachi tells his on-air Travellers’ 
Tales. The show, moderated by ABN's Martin Soong, airs at 12:30 
p.m., 8 p.m. and 10:30 p.m. Hong Kong time. 





China in Transition 

China, the fastest growing country in the world, 
has become the dynamo for the Asia-Pacific 
economic boom. This collection of more than 40 
reports by Review editors and correspondents 
reveals a rapidly changing China and is an 
essential business update. Available for 
US$17.95. Subscribers to the Review receive a 20% dst 
Add US$3.50 for shipping outside of Hong Kong. 


Asia 1994 Yearbook 

Published since 1959, the Review Yearbook is 
the indispensable guide to the major political 
and economic events of the year in Asia. The 
1994 edition, US$46 in hardback, US$34 in 
paperback, includes coverage of 32 countries. 
Subscribers to the Review receive a 2096 
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All-Asia Travel Guide 

Never take a business trip or vacation without 
your copy of this travel guide to 26 countries in 
Asia. This 16th edition, US$23.95, includes a 
new section on business do's and don'ts. It is 
the only guide you will ever need for travel in 
Asia. Subscribers to the Review receive a 20% 
discount. Add 05861 for shipping outside of Hong Ko. — 
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annual Review 200. The full results and 
methodology of Asia's most detailed ranking of 
leading companies and how they gotto be leaders ' 
are available for 05895, Subscribers to the Review рау US$45. 
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The world turns to the Review's China Phone 
Book as the most authoritative directory now 
available. Published twice a year and available 
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20% discount. 
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“Не said he did it to forget. ” 


Jan Fay, on her son Michael's addiction 

to sniffing butane gas. The Ohio teenager 
was caned in Singapore earlier this year 
for vandalising cars. 






“It’s better than nothing... 
but we're not delirious. ” 


Peter Thorn, branch manager for W. |. 
Carr in Seoul, on South Korea's plans to 
give foreigners 296 more access to its 
stockmarket. 





“A lot of clients have been 
interested in buying into 
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NEWS ITEM: A RECENT PLAGUE OUTBREAK PANICS THE WORLD AND POINTS UP 
DEFICIENCIES IN INDIA'S HEALTH SERVICES. 





















the business and so have 
the girls. ”’ 
Kerrie Jackson, director of Melbourne's Daily Planet, on 


why the city's most luxurious brothel plans to list on the 
Australian Stock Exchange. 






“There can be no opposition or 
incompatibility between being at one and 
the same time truly Catholic and 

authentically Chinese. ” 


The Pope, in a message to Catholics in China from the 
Vatican. 





* Our soldiers in the field will be confident 
and assured as they know that their loved 
ones are safe. " 
Singapore's home affairs minister, Wong Kan Seng, on the 


government's order that all new flats and houses have 
built-in bomb shelters. 















“It's a great power thing. It's status. 
It’s face. ” 


| Brian Lerner, a former U.S. stock and bonds trader who has 
opened a shop that sells dinosaur bones in Hong Kong. 
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“They tell us today to buy 
our homes. Who knows what 

they'll say tomorrow? " 

Xu, a 28-year-old textile worker in 


Shanghai, on government housing 
reforms. 









* Japanese women are not 
keen on showing off 
their legs. " 
A Tokyo-based clothing buyer in Milan to 


view designer collections, on why she 
won't be ordering hot pants. 










“ A sad business, sir, a sad 
business. ” 
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Mahendra Modi, a caretaker at the 
Ashwini Kumar crematory in Surat, India, 
on the pneumonic plague epidemic. 






T. Sutanto/The Jakarta Post 
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INTELLIGENCE 





Regrets Only 


Some Western countries that have 
been pressing Thailand to sever contacts 
with Cambodia's Khmer Rouge guerillas 
may be regretting it. The governments of 
Australia, Britain and France, all of which 
have citizens being held captive by the 
rebels in Cambodia, have asked Thailand 
to talk to the group on their behalf. 
"They're desperate. They're under a lot 
of pressure from the public at home,” 
says a Thai government official. "But we 
had to tell them it was impossible." In 
the face of diplomatic opprobrium from 
the West, the Thai Government is — 
officially — keeping the guerillas at a dis- 
tance. 


South Asia Net 


The South Asian Affairs Bureau of the 
U.S. State Department has joined the 
cybernauts. It now has an address on the 
world's largest computer network, the 
Internet: sarastat@clark.net. The bureau 
pays US$23 a month for the privilege of 
communicating with other users, notably 
the hundreds of South Asian groups in 
America that are already hooked on to 
the network. Last year, Vice-President Al 
Gore said every American public servant 
should eventually join the Internet. But 
the State Department has been slow to 
take up the recommendation, partly for 
fear of hackers invading its own private, 
classified network. The East Asian and 
Pacific Affairs Bureau has yet to drive 
onto the information superhighway. 


Thinking Regionally 

The Institute for International Relations 
(пк) in Hanoi has accepted an invitation 
to join the Asean Institutes of Strategic 
and International Studies (1515), a regional 
network of think-tanks and research in- 
stitutes. The IIR is affiliated to Vietnam's 
Foreign Ministry. Members of the Asean- 
ISIS group are planning a fact-finding 
mission to Vietnam, tentatively scheduled 
for January. During the trip they will 
discuss the mechanics of Vietnam's entry 
into Asean and the Asean Regional 
Forum. 


Israeli Interlude 


South Korean business groups are eye- 
ing markets in Israel. A Lucky-Goldstar 
delegation led by Chun Jin Hwan, the 
group's president for global strategy, is 
heading for Tel Aviv on October 17 for a 
week-long tour. It will look at opportuni- 
ties for exports and construction contracts. 
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One project of interest is a U.S.-Israeli plan 
to build an oil refinery at Alexandria, 
Egypt, at a cost of more than US$500 mil- 
lion. 


Keating First, Clinton Last 


Instead of taking helicopters, the 18 
Арес leaders will be whisked the 40 kilo- 
metres from Jakarta to their Bogor sum- 
mit in a grand motorcade on the morning 
of November 15. In what would seem to 
be a planner's nightmare, the limousines 
must arrive two minutes after each other 
so President Suharto has enough time to 
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He'll bring up the rear. 


greet each of his guests personally. Under 
Apec protocol, leaders will arrive in al- 
phabetical order, so Australian Prime 
Minister Paul Keating is expected to lead 
the way, with U.S. President Bill Clinton 
coming up last in his armour-plated 
Cadillac. 


Too Ambitious 


Apec officials are preparing to dilute 
considerably the recommendations of the 
Eminent Persons Group, which reported 
in September to President Suharto. The 
group wanted to see regionwide trade 
liberalisation begin in 2000 and end with 
the dismantling of all trade barriers by 
2020. But even the Americans think this 
pace is too ambitious. The buzzwords of 
upcoming debates will be "trade facili- 
tation" and "trade expansion," rather 
than "trade liberalisation." A straw in 
the wind will be the advice of the Pa- 
cific Business Forum, a grouping of cor- 
porate executives from Apec that will 
report to Suharto on October 15. It is 
expected to propose a more realistic set 
of goals, pointing out which regional 
trade barriers executives find most irk- 
some. 
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For worldwide communication: 


We believe that the most effective communi- 
cations solutions combine global experience 
with local understanding. Which is why, as 
part of Alcatel Alsthom, we work in close 
partnership with our customers. 

These solutions give easy access to the 
most advanced services of today. Solutions 


which are based on the latest international 
communications technologies such as ATM 
broadband switching and GSM. 

Examples of our worldwide involvement 
range from the INTELSAT VII satellite program 
to the SEA-ME-WE 2 undersea fiber optic cable, 
to Intelligent Networks and business systems. 


solutions, talk to your local partner. 


To date, more than 129 million digital lines are 
installed or on order in over 110 countries. 

A success which not only makes us 
number one worldwide but, more importantly, 
confirms our commitment to total customer 
satisfaction. Alcatel. Your reliable partner in 
communications systems. 
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ALCATEL 


Alcatel пу, World Trade Center, 
Strawinskylaan 341, NL 1077 XX Amsterdam, The Netherlands. 





At Federal Express we've long learnt 
that customers come in all shapes 
and sizes. 

From rapidly rising entrepreneurs, 
to crisp, business-like conglomerates. 

Which is why, depending on the 
size and frequency of your consign- 
ments, we offer services way beyond 
the usual menu of shipping and 


scheduling options. 
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The way we see it, you сап use 
these services as ingredients to serve 
up some rather powerful competitive 
advantages. 

Customized pick-upand handling; 
tracking facilities on your premises; 
rapid customs clearance; distribution of 
your shipments to multiple customers, 
or destinations, continents away. 


In addition to these services, 





Federal Express' Logistics Services has 
the muscle to provide warehousing 
facilities, inventory management, 
and the design and management of 
logistical systems for you. 

So, the next time you have a 
shipment give us a call. 

No matter what your require- 
ments, chances are it should be a 


piece of cake for us to handle. 


Asia Pacific : Australia 1-800-021-021 - Guam 649-4000 . Hong Kong 730-3333 - Japan 0120-003200 - Korea 02-333-8000 
- Mocou 703-333 . Moloysio 800-6363 - New Zealand 0-800-733-339 . Philippines 831-0109 - Singapore 1-800-743-2626 - Taiwon 080-251-080 - Thailand 367-3222 - Vietnam 290-747 
Middle East : Dubai 821-821 - Abu Dhabi 724-050 « Kuwait 564-0677 - Bahrain 530-440 FedEx Logistics Services : Singapore 268-5722 - Japon 5275-5918 
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REGIONAL BRIEFING 





INDIA 
Plague Retreats 


The country's plague 
outbreak has abated. The 
official nationwide death toll, 
unchanged for four days, 
stood at 55 on October 11, 
while the number of new 
victims ebbed and many 
suspected victims were given 
a clean bill of health. 


Riots Rock Bangalore 


About 23 people died in riots ` 


on October 7-9 in the 
southern city of Bangalore. 
Kannada-speaking Hindus 
took to the streets after the 
regional service of 
Doordarshan, the national TV 
monopoly, introduced a news 
programme in Urdu, the 
language of the Muslim 
minority. The rioters 
apparently believed the 
programme was aired to help 
the ruling Congress Party 
garner Muslim votes in 
upcoming Karnataka state 
elections. 


INDONESIA 
Union Attack Claimed 


The International 
Confederation of Free Trade 
Unions has condemned 
Indonesia's record on 
workers' rights, accusing the 
government of systematically 
crushing union activity. The 
Brussels-based group, which 
represents 120 million 
workers worldwide, said 
Indonesia — now trying 
dozens of labour activists — 
is intent on smashing an 
independent trade-union 
movement. 


CHINA 
Dissidents Sentenced 


Shanghai dissident Bao Ge 
has been sentenced to three 
years of "re-education 
through labour," a family 
member said on October 11. 
The relative said Bao, who 
was detained earlier this year, 
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Business as usual — with the proper anti-plague precautions. 


was sentenced on September 
10. Earlier the same day, the 
wife of another Shanghai 
dissident, Yang Zhou, was 
told he had received an 
identical sentence. Like Yang, 
Bao is a member of the 
Shanghai-based Association 
for Human Rights. 


Nuclear Test 


China exploded its second 
nuclear device in four months 
at its Lop Nor test site. A 
Beijing spokesman defended 
the explosion on the grounds 
that China had conducted the 
fewest tests of any nuclear 
state. 


SOUTH KOREA 
President Softens Tone 


President Kim Young Sam 
appeared to soften recent 
criticism of American policy 
towards North Korea. In an 
interview with the The Asian 
Wall Street Journal, published 
on October 11, he hailed close 
contact between the two 
countries and played down 
anxiety in Seoul that 
Washington may strike an 
agreement with the North 
without South Korea's 
approval. Four days earlier, 
in a New York Times article 
bearing his name, he had 
blasted U.S. President Bill 
Clinton for being "naive" in 
negotiating with North Korea. 


Two days later, he referred to 
the U.S. as “tactless and 
weak” in an interview with 
the Japanese daily Asahi 
Shimbun. 


JAPAN 
CIA Claim Denied 


Officials of the Liberal 
Democratic Party (LDP) 
angrily denied a report that it 
received cash from the CIA 
while in government during 
the Cold War. “The 
allegations date back to a 
long time ago. We examined 
the case through our party 
staff but we found no single 
piece of evidence,” said LDP 
Secretary-General Yoshiro 


orted cases of HIV 
infection in East Asia 
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Mori. Quoting former 
intelligence officials and 
diplomats from the United 
States and Japan, The New 
York Times reported on 
October 9 that the American 
spy agency gave millions of 
dollars to the LDP during the 
1950s and 1960s. 





THAILAND 
Ministerial Candidates 


The Palang Dharma party, 
the third-largest member of 
the ruling coalition, 
nominated two businessmen 
for cabinet posts in a mid- 
term ministerial shuffle 
expected by mid-October. 
Taksin Shinawatra, who 
recently resigned as chairman 
of Shinawatra Computer & 
Communications, is the 
party's candidate for foreign 
minister, while Vichit 
Surapongchai, former 
president of Bangkok Bank, 
was nominated as 
communications minister. 
Party leader Chamlong 
Srimuang was proposed as 
deputy prime minister. Prime 
Minister Chuan Leekpai, head 
of the Democrats, said he 
would await nominations 
from another coalition 
partner, the New Aspiration 
Party, before choosing the 
new line-up. 


MALAYSIA 
Youth Apology 


A youth leader apologised for 
criticising Prime Minister 
Datuk Seri Mahathir 
Mohamad over his defence of 
a politician involved in a sex 
scandal. The climbdown by 
Nazri Abdul Aziz, acting 
youth chief in Malaysia's 
ruling party, the United 
Malays National Organisation 
(Umno), averted a crisis in 
the party. However, Nazri 
said he stood by the content 
of his remarks. He had 
criticised Mahathir for 
defending Umno youth chief 
Rahim Tamby Chik. 
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China" 


Aiming HI 


s navy is looking for ways to better project its power in the South China Sea. 


\ 


CHINA 


As U.S. Defence Secretary Perry heads to Beijing to re-open 
military cooperation, an article arguing that China needs an 
aircraft carrier rekindles fears about its regional ambitions. 





By Nayan Chanda in Hong Kong 


big maritime country without an 
A aircraft carrier amounts to a peas- 

ant without a plough.” The words 
in a semi-official Beijing magazine were 
comfortingly rustic, but their implications 
were ominous. Indeed, the article has fur- 
rowed brows in Washington, where it 
fuelled debate over China’s strategic am- 
bitions and the wisdom of developing 
military cooperation with the world’s 
most populous country. 

The debate comes at a sensitive time. 
On October 16, United States Defence Sec- 
retary William Perry starts an official visit 
to China. It’s the first trip there by a de- 
fence chief since the 1989 Beijing massa- 
cre, which led to the rupture of military 
ties between the two powers. Though a 
ban on arms sales still holds, Perry 
planned to discuss intelligence coopera- 
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tion, joint military exercises and defence 
conversion — the conversion of arma- 
ments factories to produce civilian goods. 
Even that’s too much for some U.S. offi- 
cials dealing with national security mat- 
ters, who expressed concern that military 
cooperation with China would pave the 
way for technology transfer. 

The article in the July issue of Shidian, a 
magazine published by the semi-official 
China News Service, did nothing to soothe 
their fears. Entitled “The Aviation Dream 
of the Chinese People,” it provided what 
China analysts called China’s first public 
exposition of the reasons it needs aircraft 
carriers. Along with strategic arguments 
based on the projection of strength, the 
article revealed deep resentment of the 
Southeast Asian countries that contest 
China’s claims in the South China Sea. 

Analysts say the article may reflect the 
views of China’s navy rather than its po- 
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litical leadership. “It may even be indi- 
rect criticism of the country’s leadership 
for not being aggressive enough on the 
sovereignty issue,” says one Washington 
analyst. But the views of the military 
establishment may become extremely im- 
portant in the future, depending on the 
results of the power struggle that will 
likely follow the death of 90-year-old 
leader Deng Xiaoping. 

The article presents protection of sea- 
bed resources as one of the most impor- 
tant reasons to have an aircraft carrier. 
Reiterating China’s claim of a “historical 
border” encompassing the entire South 
China Sea, the article said that “an area 
of more than 800,000 square kilometres 
within China’s traditional maritime 
boundaries has been illegally delineated 
into the domain of other nations.” It 
pointed to the Philippines, Malaysia, Viet- 
nam, Indonesia and Brunei. 

The article charged that these countries, 
which border the Spratly Islands, have 
“drilled more than 120 oil wells within 
China’s boundaries,” with the highest 
number (90) being run by Malaysia. Ac- 
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cording to the article, these wells pro- 
duced 30-50 million tonnes of crude in 
1985 alone — almost a third as much as 
produced by Chinese wells. The article 
also noted that Chinese fishermen are 
often obstructed and even bundled off by 
Japanese or Vietnamese troops from 
traditional Chinese fishing grounds in the 
East and South China Seas. "Without an 
aircraft-carrier battle group, there is no 
way the Chinese navy can effectively pro- 
tect the Spratly national marine territory," 
the article said. 

The article presented a half-dozen 
more justifications for having an aircraft 
carrier, including the fact that India has a 
pair and Japan has the potential to build 
one. All these arguments notwithstand- 
ing, few expect China to be capable of 
launching an aircraft carrier for more than 
a decade. But a Chinese source says the 
article reflects an important debate in 
China between the supporters and oppo- 
nents of a carrier. 

Harry Harding, a China scholar at the 
Brookings Institution in Washington, con- 
curs that China's Foreign Ministry op- 
poses the carrier as both financially and 
politically costly, since it would fuel fears 
about China's regional ambitions. The ar- 
ticle acknowledged that political objec- 
tions had slowed the carrier's take-off: "It 
is other people's reluctance to see a strong 
China that has made the issue sensitive." 

Perry, who first visited China in 1980 
as undersecretary of defence, may hope 
to make progress in persuad- 
ing Beijing to rein in its ex- 
ports of missiles and nuclear 
technology, says a defence 
analyst. "Partly because of a 
record of interaction with the 


collapse of the Soviet Union, "I don't see 
who are we cooperating against," one de- 
fence official says privately. China is 
showing increasing signs of becoming a 
military threat in its own right. Along with 
missile exports to Pakistan and the Mid- 
dle East, China is continuing with nuclear 
testing. And India's recent seizure of three 
alleged Chinese surveillance vessels was 
another sign that China is trying to ex- 
pand its reach into the Indian Ocean. 
William Triplett, former chief Repub- 
lican counsel to the U.S. Senate Foreign 
Relations Committee, says a number of 
Pentagon officials are uncomfortable even 
with defence conversion. A Chinese-U.S. 
defence conversion commission is due to 


Perry: long-standing China ties. 
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hold its first session during Perry's visit. 
"Its an opportunity for Chinese techni- 
cians to walk all over American defence 
plants," Triplett says. "Back in the 1980s, 
the Chinese scientists picked up some cru- 
cial parts of the neutron bomb while vis- 
iting the Lawrence Livermore lab." 

Jonathan Pollack, a senior adviser on 
international policy at the Rand Corpora- 
tion, discounts worries about technology 
transfers to China. He says there's a big 
gap between China obtaining technology 
and turning it into advanced weaponry 
that poses a threat to U.S. interests in the 
region. “Frankly, the U.S. Government is 
more concerned with what China is going 
to sell than with what China wants to 
buy," he adds. But he admits that there is 
a powerful school of thought in Wash- 
ington that is extremely wary of techno- 
logy transfers to developing countries. 
China's fast-growing industrial and 
scientific base would make it especially 
dangerous, the thinking goes. 

China's growing technological clout 
was foreseen in a war game at the U.S. 
Naval War College in May. In the simu- 
lation, which pitted the U.S. against China 
in a naval battle in the South China Sea, 
the U.S. side lost. The reason: A blizzard 
of Chinese cruise missiles kept U.S. air- 
craft carriers at bay. In 1992, China tried 
to buy U.S.-made turbofan engines that 
could power a second-generation Silk- 
worm missile, but the Pentagon scuttled 
the bid, U.S. sources say. " 


tirely qualified to go into 
service again, or at least it 
could serve as a training 


Chinese, and some personal 
association with very senior 
officials, he really believes 
that he needs to be actively 
engaged here," says the ana- 
lyst, speaking on condition of 
anonymity. 


he U.S. State Depart- 
| ment also sees some 
benefit in Perry's trip, 
though it is cautious about 
the idea of military coopera- 
tion. "From our perspective," 
says a State Department offi- 
cial, “what we want to do is 
to re-establish an ability to 
know who the senior leaders 
are to get a sense of how 
these people think, to disa- 
buse them of the notion that 
the U.S. has hostile inten- 
tions.” 

But for some U.S. national- 
security officials, any military 
cooperation with China car- 
ries too great a risk. With the 
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No matter when China gains 
an aircraft carrier, it will have 
the pilots and commanders 
to man it. 

Shidian magazine reported 
in July that a number of na- 
val air-force pilots with tens 
of thousands of hours’ flying 
experience are being trained 
in the Guangzhou Naval 
Vessels Institute. Able to fly 
aircraft and command naval 
vessels, they аге being 
groomed to play the role of 
aircraft-carrier captains. The 
Shidian article confirmed 
Western reports that Chinese 
pilots have since 1984 been 
practising simulated carrier- 
deck landings using arresting 
wires to bring their aircraft 
to a rapid halt. 

But how long will it be 
before they can land on the 
real thing? Shidian claimed 
that China, which has built 


various vessels of up to 
150,000 tonnes, "can certainly 
build 40,000-tonne or larger 
aircraft carriers." But West- 
ern military analysts scoff at 
such claims. While they ac- 
knowledge China's techno- 
logical competence in many 
areas, they believe it is years, 
perhaps decades, away from 
launching an aircraft carrier. 
The Pentagon estimates that 
China could have an aircraft 
carrier by 2006 or 2010. 
Equipping each of its 
three fleets with a carrier is 
believed to be a major goal 
of the Chinese navy. In Janu- 
ary 1993, the decision was 
taken to build three carrier 
bases in Dalian, Shanghai 
and Zhanjiang. As part of 
that strategy, China in 1985 
bought the Australian aircraft 
carrier Melbourne as scrap. 
"The aircraft carrier was en- 
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vessel," the Shidian article 
said. According to the terms 
of the deal, the ship had to 
be scrapped, but military 
sources say Chinese engi- 
neers carefully dismantled 
the vessel so they could draw 
up a blueprint of it. 

They did the same thing 
to the Melbourne's steam cata- 
pult. This is a vital compo- 
nent of a carrier, allowing 
heavy bomb-laden jet fight- 
ers to be shot into the air. In 
1987, an F8 aircraft was shot 
off a catapult at the Lushun 
Naval Base, but a U.S. mili- 
tary analyst says the Chinese 
have a long way to go. They 
would also have to upgrade 
their technology to build 
compartmentalised and rein- 
forced hulls, elevators to 
stow away aircraft and radar 
and shipboard air-defence 
systems. ш Nayan Chanda 
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THAILAND 


Going Regional 


Advocacy groups look beyond their own borders 





By Michael Vatikiotis in Bangkok 


T he maps lining the walls 
of Witoon Permpongsa- 
charoen's simple office in 
downtown Bangkok tell a story 
of success and failure. They de- 
pict the success that Project for 
Ecological Recovery (PER), 
Witoon's environmental advo- 
cacy group, has had protecting 
forests and watersheds in Thai- 
land from damaging commer- 
cial exploitation. They also 
show, in disarmingly warm col- 
ours, how that has created prob- 
lems for other countries in the 
region. 

"The success of our cam- 
paign has pushed the problem 
of environmental degradation 
into neighbouring countries,” Witoon 
says, tracing a broad line of shaded green 
along Thailand's western border which 
shows the activities of Thai logging com- 
panies in Burma. Commercial logging was 
banned in Thailand in 1989. Since then, 
PER estimates that some 49 Thai logging 
companies have moved into Burma. 

The loggers may have moved beyond 
Thailand's borders, but environmental 
watchdogs like PER have followed them. 
Witoon has taken his campaign to neigh- 
bouring countries like Burma, Laos and 
Cambodia, with Vietnam soon to be 
added to the list. "From a nationalist per- 
spective, the exploitation of resources in 
neighbouring countries is beneficial to 
Thailand," Witoon says. "What we're try- 
ing to do is cross the border of national- 
ism; to prove that destroying the forest in 
Burma or Laos is like destroying forest in 
Thailand." 

Transcending nationalism is becoming 
a trend in human-rights advocacy as well. 
When Malaysia began rounding up 
members of the Al-Arqam Islamic sect 
last August, Gothom Arya of the Bang- 
kok-based Union of Civil Liberties fired 
off a protest letter to Malaysian Prime 
Minister Datuk Seri Mahathir Mohamad. 
In late September, the London-based 
human-rights organisation Amnesty In- 
ternational launched its new campaign 
for human rights in Indonesia from Bang- 
kok. Asked why, Amnesty’s secretary 
general, Pierre Sane explained in an in- 
terview: “The NGO (non-governmental or- 
ganisation) community in the whole of 
Asia is not just concerned with the do- 
mestic human-rights situation, but is get- 
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Regional trend: Al-Arqam’s troubles draw Thai protest. 


ting involved in these problems in other 
countries.” 

No longer, it seems, can the scrutiny 
of human and environmental standards 
in Asean be cast as external interference, 
for much of the scrutinising is being done 
by Asean-based NGOs that have become 
increasingly involved in the affairs of 
neighbouring countries. Ironically, while 
Asean officials have tried to fend off West- 
ern criticism by adopting a common stand 
on issues like human rights and the envi- 
ronment, official solidarity is mirrored by 
a greater sense of regionalism among non- 
governmental activists. 

The regional trend is particularly no- 
ticeable in Thailand because of the free- 
dom NGOs have had to grow since the 
late 1980s, notes Peter Traub of the Fried- 
rich Naumann Foundation, a government- 
funded German institution that works 
with NGOs in the region. “Certain human- 
rights activists [in Thailand] are interested 
in networking with other countries be- 
cause they consider human rights a ques- 
tion of universal values," says Traub. 

One example of that networking has 
been the harnessing of Thai experience to 
help train NGOs in other countries. Indo- 
nesian and Thai human-rights activists, 
for instance, met in Bangkok in August in 
a meeting sponsored by the Friedrich 
Naumann Foundation. “The idea was to 
give the Indonesians an opportunity to 
talk to Thai activists about their experi- 
ences in the mid-1970s and more recently 
the pro-democracy uprising of May 1992," 
Traub explains. 

The impact of this cross-frontier advo- 
cacy on the regional diplomatic front has 
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been considerable. Last May, Indonesia's 
relations with the Philippines were brief- 
ly soured over a regional conference in 
Manila on the human-rights situation in 
East Timor. Just before the annual Asean 
foreign ministers’ meeting in July, the Thai 
Government prevented local NGOs from 
holding a regional human-rights 
seminar in Bangkok that in- 
cluded activists from East 
Timor. 

This coordinated action has 
alarmed Professor Vithit Mun- 
trabhorn, who teaches interna- 
tional law at Bangkok's Chu- 
lalongkorn University. It offers 
evidence, he argues, that Asean 
governments could "liaise with 
one another to help suppress hu- 
man-rights advocacy in the in- 
terests of neighbourliness." 

Indeed, there is evidence that 
regional networking and forays 
into neighbouring countries 
have hardened official attitudes 
to NGOS in Thailand. The Thai 
Government considers relations 
with its neighbours and foreign 
policy a security issue. This, ac- 
tivists and opposition sources say, has 
resulted in a more negative attitude to- 
wards NGOs. "This government takes a 
positive view of NGOs, so long as they 
stick to local issues. As soon as they start 
talking about East Timor and Burma, the 
government is more critical," says Traub. 

Thai NGOs working with Burmese refu- 
gees appeared to have borne the brunt of 
this attitude. "The government has begun 
scrutinising our activities more closely," 
comments a foreign NGO worker in 
Chiangmai who requested anonymity. 
According to the government's critics, the 
sea-change has come about because of 
Bangkok's decision to draw closer to the 
Rangoon government. “The government's 
policy to befriend the government in Ran- 
goon requires the repression of Burmese 
pro-democracy activists in Thailand and 
a change of policy towards Burmese mi- 
norities here,” says Kraisak Choonhavan, 
a former government adviser who is now 
in the opposition. 

But government spokesman Abhisit 
Vejjajiva insists that “there are no attempts 
whatsoever to prevent NGOs from work- 
ing on international issues.” Thailand 
walks a very fine line between the policy 
of non-interference and the moral obliga- 
tion to offer humanitarian aid, he says. 

Although currently sensitive, Thai- 
land’s deputy foreign minister, Surin 
Pitsuwan, argues that the trend towards 
regional NGO advocacy is here to stay and 
Asean governments will have to learn to 
adjust. “The more it happens,” he says, 
“a gradual immunity will build up and it 
will become part and parcel of regional 
relations.” ы 
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CAMBODIA 


Unvarnished Truth 


Leaked cable portrays a government in danger 





By Nate Thayer in Phnom Penh 


diplomat's job is to smile and bow 
A in public, but what he does offstage 

is a different story. Cambodia 
learned just how different this month, 
when a secret cable by Australia’s ambas- 
sador surfaced on the front pages of Aus- 
tralian newspapers. 

John Holloway penned the highly can- 
did, 3,500-word cable as he wrapped up 
a two-and-a-half-year term as Australia’s 
envoy to Phnom Penh. He painted a bleak 
picture of an incompetent and corrupt 
government facing a growing threat from 
Pol Pot’s Khmer Rouge. Nor did he re- 
serve any praise for King Noro- 
dom Sihanouk, whom he de- 
scribed as “pathetically pursuing 
power although riddled with 
cancer.” 

Holloway’s final assessment, 
dated June 9, was stamped “pro- 
tected.” But it was leaked to the 
Sydney Morning Herald and sub- 
sequently picked up by interna- 
tional news agencies. Sihanouk’s 
royal cabinet fired off an angry 
statement from Beijing, where 
the king is receiving medical 
treatment, saying the cabinet was 
“scandalised by the slanderous 
and unfounded criticisms.” 

In Canberra, the cable landed 
right in the middle of a debate 
over whether Australia should 
provide military aid to the Cam- 
bodian Government. Indeed, some Aus- 
tralian diplomats say privately that they 
believe the cable was deliberately leaked 
to influence that debate. Despite his harsh 
criticisms, Holloway argues strongly that 
military aid to the Cambodian Govern- 
ment is vital to keep the Khmer Rouge in 
check. “Political reconciliation is not an 
option with the Khmer Rouge, who have 
been instructed by Pol Pot to seek full 
power in their own right,” Holloway said. 

Holloway, 52, became Australia’s first 
ambassador to Cambodia in 16 years in 
December 1991, when the two countries 
reopened diplomatic relations. It was a 
key post, Australia having been an archi- 
tect of the October 1991 Cambodian peace 
accord and a major player in the United 
Nations peacekeeping operation that fol- 
lowed. 

In the cable, Holloway voiced little 
besides contempt for the government that 
emerged from the UN-run elections held 
in May 1993. Ironically, he now serves 
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Sihanouk comes under harsh 


that very government. Since completing 
his ambassadorial assignment in June, he 
has worked as a special adviser to the 
Cambodian Foreign Ministry, in an ar- 
rangement paid for by Canberra. 

The two prime ministers, Prince No- 
rodom Ranariddh and Hun Sen, are un- 
able “to exercise leadership, even when 
they are in the country,” Holloway 
charged. “Most government ministries are 
barely working” and civil servants “are 
only motivated to attend their offices at 
all by the possibility of making some ex- 
tra money.” Corruption reaches to the 
highest ranks of government, he alleged. 
“Every business deal must have a cut for 





the relevant minister [or Prime Minister].” 

Importantly, Holloway drew a sharp 
contrast between the troubled administra- 
tion in Phnom Penh, with its “out of con- 
trol” army, and the Khmer Rouge, whom 
he characterised as “well-disciplined, com- 
mitted, and not engaged in petty corrup- 
tion [preferring a larger scale].” 

“Some Cambodians are comparing this 
year's fighting with the 1960s, when the 
Khmer Rouge began their inexorable 
march towards Phnom Penh,” Holloway 
warned. “They say that the Khmer Rouge 
are again the only voice raised against an 
inefficient government, massive corrup- 
tion, a haemorrhage of Khmer wealth 
caused by the influx of skilled Vietnam- 
ese, significant ingress on the border 
caused by Thailand and Vietnam, and a 
concentration of all development funds 
in the cities.” 

In contrast to the motivated guerillas, 
“people join the army to use their uni- 
forms and weapons as a meal ticket,” 


FAR EASTERN ECONOMIC REVIEW 


attack in diplomat’s leaked cable. 


Holloway said. “As government forces 
move through the countryside, unpaid 
and out of control, looting and commit- 
ting a wide range of crimes, the Khmer 
Rouge get more potential support.” 

Holloway reserved his harshest re- 
marks for Sihanouk, who has never been 
a favourite of Australian policymakers. 
“The antics of the king have also been 
disruptive — still pathetically pursuing 
power although riddled with cancer, he 
has belittled the government, tried to 
cause splits in the ruling groups and 
thrown aside the government strategy to 
outlaw the Khmer Rouge . . . He has strut- 
ted around his small stage, erratic and 
emotive, continuing the negative influence 
he has wielded over the last two years.” 

Such comments аге technically 
grounds for lése-majesté under the Cam- 
bodian constitution. But in his cabinet's 
October 10 statement from Beijing, the 
king appeared most hurt by Holloway's 
assertion that he was pursuing personal 
power. “Аз to power, our king 
does not dream of retaking it, 
having sworn before the throne 
to respect the constitution," the 
statement said. 

The leak of the cable 
prompted speculation that Hol- 
loway would have to give up his 
adviser's post, though Cambo- 
dian Interior Minister You 
Hokry said it was unlikely the 
leak would harm relations. Nei- 
ther Cambodian nor Australian 
government spokesmen would 
comment officially on the cable. 

There may be a good reason 
for Phnom Penh's muted re- 
sponse. Despite his stern re- 
marks about the government, 
Holloway argued for continued 
patience and strong support by 
Australia for the regime. 

He advocated that the Australian Gov- 
ernment support a two-pronged approach 
to confront the Khmer Rouge insurgency, 
with one prong pointing to Thailand. "The 
Cambodians must seek to have the Thais 
close the border. Only part of the prob- 
lem is the Thai military support for the 
Khmer Rouge, as well as allowing them 
to seek safe haven. Thailand also provides 
continued sustenance for the Khmer 
Rouge. They live on food and medicine 
from Thailand, use Thai petrol and all 
other supplies." 

The second prong is a military one. 
" Assistance to the military, particularly 
in the training area, could be extremely 
valuable in eventually clearing up one of 
the outstanding running sores of the re- 
gion,” he said. “Australia has effectively 
maintained its objective of comprehensive 
engagement in Cambodia. It would be a 
shame to see us either ‘run out of puff’ or 
lose our nerve here." п 
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ARMS 


Goodwill 
Proliferates 


U.S. and China sign 
missile, nuclear accords 


CONTROL 








By Nigel Holloway in Washington 
T he timing couldn't have been more 
pointed. As the United States and 
North Korea were reaching an im- 
passe in their talks over Pyongyang’s nu- 
clear programme, China and the U.S. sent 
a signal that they shared similar views on 
one key aspect of the problem. On Octo- 
ber 4, Washington and Beijing stated that 
they would work together to promote "the 
earliest possible achievement" of an in- 
ternational convention "banning the pro- 
duction of fissile materials for nuclear 
weapons." 

The brief statement came after talks in 
Washington between Chinese Foreign 
Minister Qian Qichen and his U.S. coun- 
terpart, Warren Christopher. The 
announcement says nothing about 
North Korea's production of pluto- 
nium, or about any other country's 
output for that matter. But James 
Lilley, director of Asian studies at 
the American Enterprise Institute, 
thinks Pyongyang will see it as a 
sign that China wants North Korea 
to be more accommodating in its 
negotiations with the U.S. over the 
future of its nuclear programme. 
Washington argues the programme 
is designed to produce atomic 
bombs. 

The two sides also issued a state- 
ment on missile technology that 
appeared to break new ground. 
Under this agreement, China for the 
first time accepts the internationally 
recognised definition of what con- 
stitutes a violation of the Missile Techno- 
logy Control Regime (MTCR), which is de- 
signed to prevent the proliferation of such 
weapons. As a result, China says it will 
not export ground-to-ground missiles "in- 
herently capable" of reaching a range of 
at least 300 kilometres with a payload of 
at least 500 kilograms. 

In August of last year, President Bill 
Clinton imposed a two-year ban on the 
export to China of high-technology satel- 
lite systems, after American intelligence 
agencies reported that Beijing had sent 
technology and components for M11 mis- 
siles to Pakistan. China has insisted pri- 
vately that the M11 was specifically de- 
signed for export with a range and pay- 
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Qian, Christopher: missile proliferation deal. 


load below MTCR guidelines. And it has 
never admitted supplying the M11 to Pa- 
kistan. For its part, the U.S. argued that 
the missile was inherently capable of ex- 
ceeding 300 kilometres in range. 

From the U.S. point of view, the use of 
the words "inherently capable" in the 
October 4 agreement is sufficient to cover 
the M11. Indications from the Chinese side 
were less concrete, and it remained un- 
clear whether the Chinese now concede 
that the M11 falls under the MTCR. Both 
sides have agreed to hold further discus- 
sions on the missile-control question, 
when the issue of the M11 will undoubt- 
edly be raised. 

China has promised to stop exporting 
such missiles only after the U.S. first lifts 
its sanctions on hi-tech exports. Washing- 
ton had originally insisted that the two 
steps should occur simultaneously. 

The joint statements are an important 
step forward in Sino-American relations, 
say sources in the Clinton administration. 
Both sides want better relations, although 
for different reasons. Beijing wants U.S. 
technology and American help in joining 
the World Trade Organisation, the suc- 
cessor to the Gatt that is due to be 
launched on January 1. Clinton would like 
to show that his policy of engaging China 





in a dialogue over a wide range of issues 
is bearing fruit in the form of greater co- 
operation from Beijing. 

Of the two agreements, the statement 
on a possible convention banning the pro- 
duction of fissile material is considerably 
vaguer than the one on missiles. But ana- 
lysts say its significance should be seen 
in the context of the Non-Proliferation 
Treaty (NPT), for which signatories are due 
to discuss an extension in April. 

The U.S. favours an extension of the 
NPT. Qian told the United Nations on Sep- 
tember 29 that China wants one too — 
even though it refused to accede to the 
NPT until more than 20 years after its in- 
ception in 1968. и 
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Lip 
Service 


China-Taiwan war of 
words heats up 








By Lincoln Kaye in Beijing 

aiwan marked its National Day by 

| poking a few more holes in the 

paper tiger of Chinese hegemonism. 

And all that Beijing could do about it was 
to growl helplessly on the sidelines. 

The latest round of Sino-Taiwanese 
back-biting involved Hong Kong. Beijing 
lodged a formal protest when one of the 
colony's district boards issued a permit 
for a pro-Taiwanese group to stage "Dou- 
ble Tenth" (October 10, Taiwan's National 
Day) celebrations in a public hall. The 
Hong Kong administration politely told 
Beijing to get lost. 

Chinese Foreign Minister Qian Qichen 
got essentially the same answer from the 
United States' secretary of state, Warren 
Christopher, in response to his warnings 
about the "serious consequences" of 
Washington's recent upgrading of unoffi- 
cial ties with Taipei. 

Nor did Beijing get much satisfaction 
from Tokyo over its complaints about the 
attendance of Taiwan's vice-premier, Hsu 
Li-teh, at the Asian Games in Hiroshima. 
On the heels of Hsu's visit, a delegation 
from Japan's ruling coalition flew to Tai- 
pei to attend Double Tenth celebrations. 
Then a trio of Taiwanese cabinet minis- 
ters without portfolio accepted an invita- 
tion to attend a conference in Yokohama. 

In his National Day address, Taiwan- 
ese President Lee Teng-hui paid lip- 
service to the goal of eventual reunifica- 
tion with China. But he pledged to con- 
tinue ^with all our strength to promote 
pragmatic foreign relations" and win 
more diplomatic manoeuvring room for 
his country. 

Barely a fortnight earlier, Lee had 
launched Taiwan's biggest military exer- 
cise in a decade with a call to "form strong 
defences [so that] we have no need to fear 
the military threats of communist China." 
And on the eve of the Double Tenth, The 
Australian newspaper reported that a Tai- 
wanese delegation had approached Aus- 
tralian Submarine Corp. about buying 
US$2.25 billion worth of submarines. 

But despite the increasingly confron- 
tational climate, Taiwan's Mainland Af- 
fairs Council announced that the Novem- 
ber round of quasi-official Sino-Taiwan- 
ese talks would go on as scheduled. m 
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the old one as out of date. 
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Quite the reverse, in fact. 

As our history proves, we 
always refer to the basic values of our 
older models to build our newer ones. 


А process of evolution which 


explains why so many of our timeless 
and priceless cars are still on the 
road today. 
> All of which, of course, are 
carefully chronicled and proudly 
displayed, in the Mercedes-Benz 
Museum in Stuttgart. 
Including prototypes, our 


classic Silver Arrow racing cars and 








by Karl Benz and Gottlieb Daimler i 
1886, the first cars in the world. 
They are living remindei 
of where we've come from. 
But more importantly, the 
provide a clear indication of whei 
we should be heading. 


> Perhaps that's why even toda 
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т buy another Mercedes-Benz. 


we insist that all our cars are made 


with such meticulousness. 
Where up to ten body shells 
are randomly taken off the production 
ine in every eight hour shift and 
scrutinized by lasers for hairline cracks. 
And every single component 
S tested for millions of kilometres 


before series production begins. 


The religious refinement of 
details doesn't stop there. 
> To this day, we still insist 
that certain work be carried out by 
hand for the sake of quality. 
In our body finishing section, 
for example. And woodworking shops. 
Call it German thoroughness, 


if you will, but we honestly would 


never have it any other way. 
And, quite frankly, neither 


would our customers. 


Mercedes-Benz 


Engineered to move the human spirit. 
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INDONESIA 


Flirting With 
The Enemy 


Foreign minister meets 
East Timor separatists 





By Ted Morello in New York 


Т he Waldorf-Astoria's grandeur may 





be as faded as its carpets, but the 

hotel still serves a purpose for dele- 
gates to the nearby United Nations. For 
years, ministers and heads of state have 
met beneath the chandeliers to hash out 
touchy diplomatic issues, floating trial 
balloons too delicate for the open floor of 
the General Assembly. 

So it was no coincidence that Indone- 
sian Foreign Minister Ali Alatas picked 
the Waldorf for his first officially acknow- 
ledged meeting, on October 6, with a 
group of East Timorese 
leaders opposed to Indo- 
nesia's annexation. Nei- 
ther side yielded on basic 
differences, participants 
said, but just the fact that 
it took place was signifi- 
cant. The meeting was 
part of a dialogue on East 
Timor that is becoming 
wider and more frequent 
almost by the month. 

Alatas and his oppo- 
site number, Portugal's 
foreign minister, Jose 
Manuel Durao Barroso, 
also held their fire over 
East Timor in their annual 
speeches to the General 
Assembly. Alatas didn't 
even mention East Timor 
during his enumeration 
of global and regional 
conflicts on October 4. 

A week earlier, Durao Barroso had 
sounded almost apologetic when he told 
the assembly that he felt it his "special 
duty to touch upon" the issue. He added 
hastily that Portugal, the former colonial 
power in East Timor, remains committed 
to the peace talks being held under the 
auspices of UN Secretary-General Boutros 
Boutros-Ghali. Boutros-Ghali has sum- 
moned the two ministers to Geneva dur- 
ing early January for face-to-face talks — 
the first since last May and the fifth since 
their initial session in December 1992. 

In an updated report to the new Gen- 
eral Assembly, Boutros-Ghali conceded 
that the two governments "remain far 
apart" over East Timor's status. The 
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Gusmao: hot topic for discreet 
talks at the Waldorf-Astoria. 


former Portuguese colony was unilater- 
ally annexed by Indonesia in 1979, an ac- 
tion not recognised by the UN, which con- 
tinues to consider Portugal as the terri- 
tory's administrative power. The sticking 
point remains Lisbon's insistence that East 
Timor's decolonisation was not completed 
by Indonesian-run balloting whereby — 
Jakarta contends — the Timorese opted 
for integration with Indonesia. 


sporadically at scattered sites and with 
varying configurations of participants 
since 1983, seven years after Indonesia 
took over East Timor. 

These include Alatas' three-hour meet- 
ing in his Waldorf suite with Timorese 


separatists. They included Abilio Araujo, | 


Jose Belo, Joao Carrascalao and Jose 
Ramos-Horta — all of whom maintained 
they were acting in their personal capaci- 
ties and not as representatives of the 


Fretilin insurgent movement or any other | 


Timorese faction. 


Alatas reported afterwards that the | 
session had been amicable and frank and | 


had been intended mainly as a confi- 
dence-building encoun- 
ter. He added that he 
and Ramos-Horta, Fre- 
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changed restatements of 
standard positions. Nei- 
ther yielded an inch. But 
opposition sources quo- 
ted Alatas as saying that 
the Waldorf talks would 
help to bring about a fur- 
ther improvement in hu- 
man-rights conditions on 
the island. 

The human-rights 
issue still figures promi- 
nently in Boutros-Ghali's 
interventions with Ala- 
tas. Among other things, 
the secretary-general has 
demanded an accounting 
for the dead and missing 
from the November 1991 
Dili massacre by Indonesian troops. He 
also is pressing for the release of East 
Timorese imprisoned by Jakarta, in- 


tilin's former representa- | 
tive at the UN, had ex- | 


| 
| 





cluding Fretilin chief Jose "Xanana" | 
| nam continue to negotiate a settlement of 


Gusmao. 

East Timor guerilla leader Konis 
Santana, in a message broadcast on Oc- 
tober 10 by Portuguese state radio, of- 
fered to lay down arms if Jakarta met a 
number of demands, including releasing 
Gusmao and opening face-to-face talks 
"at the highest level." But the next day, 
Indonesia's military dismissed the de- 
mands and said it would settle for noth- 
ing less than the guerillas’ surrender. 
Clearly, when it comes to concrete issues, 


DIPLOMACY 


Haunted by 
History 


_U.S.-Vietnam ties 


Despite the deadlock on the substan- | 
tive issue, dialogues have been going on | 


develop at snail’s pace 





By Nigel Holloway in Washington 


he issue of American soldiers miss- 
| ing-in-action during the Vietnam 
War (Mias) continues to dominate 
President Bill Clinton's policy towards 
Hanoi. In the eight months since the 
United States economic embargo on Viet- 
nam was lifted, there have been technical 
talks between the two sides on a range of 
subjects, but "the MIA issue is the key area 
where we are developing a relationship," 
says a State Department official. 

During a trip to Washington, Vietnam- 
ese Foreign Minister Nguyen Manh Cam 
reiterated his government's willingness to 
account for MIAs, but progress in forming 
closer ties is slow. It seems that Clinton 
does not want to move too fast for fear of 
upsetting veterans' associations. 

The most notable group is the National 
League of Families of American Prison- 





| ers and Missing in Southeast Asia, led by 


Ann Griffiths. Cam made a point of meet- 


| ing her in Washington on October 3 and 


outlined how a Vietnamese research team 


| under the Ministry of the Interior was 


now working to investigate reports of U.S. 
servicemen missing in action. Griffiths de- 


| scribed this as "very encouraging." 


She regards the "unilateral" efforts of 
the Vietnamese to search for missing 
Americans as crucial to making quick 
progress on the matter. The joint efforts 
of U.S. and Vietnamese investigators to 
account for MIAs have been slow to yield 


| results, even though the State Department 
| official says that cooperation by the Viet- 


namese has been "quite phenomenal." 
The official reckons that the two gov- 
ernments will have set up liaison offices 
in each other's capitals by the end of the 
year. At the same time, the U.S. and Viet- 


their respective claims on frozen assets 
and to work towards an agreement on 
settling Vietnam's external debts. In ad- 


| dition, they recently held a dialogue on 





the two sides remain far apart. п 
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human rights, the second in six months. 

The State Department was trying to set 
up a meeting between Cam, who was in 
the U.S. to attend the United Nations Gen- 
eral Assembly, and Secretary of State 
Warren Christopher. But full normalisa- 
tion, the official says, will depend on ef- 
forts to resolve the MIA issue. " 
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PHILIPPINES 


Art of the Impossible 


Ramos’ electoral tie-up with the LDP is fraying 





By Rigoberto Tiglao in Manila 


П politics is local,” goes 
A« American adage, 

and it has proved true 
indeed in the former Ameri- 
can colony of the Philippines. 
In the last general elections, 
for example, presidential as- 
pirant Ramon Mitra was de- 
feated when regional politi- 
cians abandoned him to con- 
centrate on their own cam- 
paigns. 

Now it’s President Fidel 
Ramos’ turn to be brought 
up short by local ambitions. 
The electoral alliance forged 
in August between Ramos’ 
Lakas-National Union of 
Christian Democrats (Lakas- 
NUCD) and the largest opposition group, 
Laban ng Demokratikong Pilipino (LDP), 
could have signalled an end to the 
Philippines’ raucous political squabbles. 
But the compact was flawed to begin 
with, and now a quarrel over candidates 
for congressional seats and provincial 
governorships threatens its disintegration. 

The alliance was meant to solve 
Ramos’ biggest problem: an LpP-domi- 
nated Senate. Much of the legislation 
Ramos believes most crucial has been de- 
layed or blocked in the 23-man upper 
house of the bicameral Congress, which 
the LDP controlled with its 17 members. 
The alliance planned to field a common 
slate divided equally between the Lakas- 
NUCD and the LDP for the 12 Senate seats 
to be contested in the 1995 elections. 

That was the easy part. Problems arose 
when it came time to decide who the 
alliance's candidates would be for the lo- 
cal posts — mainly the 200 members of 
the House of Representatives and gover- 
nors of the 76 provinces. Lakas and the 
LDP members decided to deal with that 
problem later. In the meantime, they 
agreed on the so-called "equity of the in- 
cumbent" principle. This meant that in- 
cumbents who wished to run for re-elec- 
tion would automatically be the alliance's 
candidates. 

The LDP appeared to be short-changed 
in the deal, because defections to Ramos' 
party since 1992 have left it with only 20 
members in the House of Representatives 
and eight governors. But it was the best 
deal the group could cut. It would at least 
maintain its control of the Senate, because 
its six incumbent senators on the com- 
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Pre-election solidarity: Ramos (second from left) isn't so sure now. 


mon slate would be virtually assured of 
re-election, and the terms of 10 others run 
until 1998. The party would also be 
assured that its 20 members in the House 
and its governors would retain their 
posts. 

But then Ramos seemed to renege on 
the deal by claiming that the equity-of- 
the-incumbent rule "doesn't apply auto- 
matically," and that "performance will be 
a criterion." Later, administration officials 
announced that the provinces of Cavite, 
Ilocos Sur, Catanduanes, Batangas and 
Basilan would not be covered by the rule. 

The controversy has demonstrated 
once again that Philippine parties don't 
have distinguishing ideologies or agen- 
das, but are merely vehicles for electoral 
contests. The country's politics is driven, 
on the one hand, by the tension between 
the president and the party he controls. 
On the other, it is impelled by the give 
and take between the president and local 
political bosses, mainly provincial govern- 
ors and congressmen. 

The regional bosses require central- 
government support for infrastructure 
and othér projects in their localities — 
which they use to woo the voters. They 
therefore rush to join the party in power 
as soon as they get elected. Under strong- 
man Ferdinand Marcos, for instance, local 
bosses flocked to his Kilusang Bagong 
Lipunan for patronage. In Corazon 
Aquino's time, they moved to her LDP; 
and now, under Ramos, to his Lakas- 
NUCD. 

The incorporation of these bosses into 
the ruling party gives it the political sup- 
port necessary to accomplish its agenda. 
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Ramos' Lakas-NUCD has seen its congres- 
sional ranks swell to 130, from only 30 
when he became president. Likewise, it 
now has 40 governors, compared with 
only a handful who won in the 1992 elec- 
tions under the Lakas banner. 

However, incumbent local bosses con- 
stantly face threats to their 
posts in forthcoming elec- 
tions. Groups eyeing the 
presidency gather political 
strength by recruiting former 
provincial and municipal 
leaders shut out for one 
reason or another by the 
party in power. No wonder, 
then, that the LDP has stuck 
to its position that Ramos' 
Lakas-NUCD comply with the 
terms of the alliance and sup- 
port all its incumbent gov- 
ernors. 

The five provinces where 
Ramos says the equity-of-the- 
incumbent rule won't apply 
comprise only a fraction of 
the 76 in the Philippines. But 
it wasn't coincidental that all 
their governors are from the 
LDP. None of them gave Ramos any sup- 
port when, as an LDP member, he sought 
the party's presidential nomination in 
1991. 

Governor Juanito Remulla, political 
overlord of Cavite province for the last 
18 years, seems to be particularly repug- 
nant to Ramos. Cavite is adjacent to Ma- 
nila and has been booming because of an 
influx of Japanese and South Korean in- 
vestors. Ramos received a statistically 
improbable zero vote in Cavite's LDP con- 
vention. 

LDP leaders claim Ramos is violating 
the terms of the alliance with his stance 
on the five provinces. If the LDP acqui- 
esces to the provinces' exclusion from the 
agreement, they argue, it stands to lose 
its credibility. It could also be hit by de- 
fections as its local politicians seek a na- 
tional party to back them in the polls. 

Remulla himself has hinted as much. 
“If the equity-of-the-incumbent rule is not 
honoured, you'd see those not with the 
alliance flocking to the NPC," he said. The 
NIC is the Nationalist People's Coalition, 
set up by former Marcos arch-crony 
Eduardo Cojuangco. Its president, Sena- 
tor Ernesto Maceda, quickly announced 
that his party is ready to receive Remulla. 

For the moment, both sides in the 
Lakas-LDP alliance are in a holding pat- 
tern. Ramos continues to stick to his posi- 
tion that the incumbent rule won't apply 
to the five provinces, and his party has 
given him authority to choose its local 
candidates. The LDP, on the other hand, 
has postponed until November 14 a con- 
vention that was due this month to ratify 
the alliance. m" 
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FOREIGN 


RELATIONS 


Yen for the Past 


Japan and Taiwan debate war compensation 





By Charles Smith in Tokyo 
| n the early 1980s, then Prime Minister 





Yasuhiro Nakasone coined the slogan, 

"Let's settle Japan's post-war accounts." 
He meant it was time for Japan to shed 
some of the inhibitions caused by its 
World War II defeat and adopt a higher 
profile in world affairs. In 1995, Japan may 
indeed start settling its post-war accounts, 
but in a more literal sense than Nakasone 
intended. 

Apart from the much-publicised com- 
fort-women issue, the government seems 
determined to resolve what it calls the 
Taiwan fixed-debt problem. This involves 
unpaid wages and frozen post-office sav- 
ings accounts of Taiwanese soldiers who 
served in Japan's Imperial Army. 

The problem was singled out for 
urgent attention by Prime Minister Tomi- 
ichi Murayama in a statement describing 
the measures Japan hopes to take to com- 
memorate the 50th anniversary, next year, 
of Japan's surrender. The measures aim 
to salve the wartime wounds that still pain 
Japan's relations with its Asian neigh- 
bours, at a time when Tokyo is seeking 
permanent membership on the United 
Nations Security Council. 

The reason for giving priority to the 
Taiwan issue, according to Masayuki 
Fujio, a veteran Liberal Democratic Party 
(LDP) parliamentarian, is that the Taiwan- 
ese are expected to be easier to deal with 
than some other potential war-damage 
claimants. Although both Taiwan and 
Korea, as colonies, were forced to take 
part in the Japanese war effort, the Tai- 
wanese seem to harbour less bitterness 
towards Japan. "If we can settle with Tai- 
pei, we will have a precedent for dealing 
with South Korea and perhaps even North 
Korea," says Fujio. 

Hopes that Taiwanese veterans of the 
Imperial Army would prove a soft touch 
seem to be rapidly evaporating, however. 
A panel of Japanese and Taiwanese poli- 
ticians met in March and June but failed 
to bridge a gap of more than ҰЗ trillion 
(US$30 billion) between the sum Taiwan 
has asked Japan to pay and the amount 
Japan considers reasonable. The gap, ac- 
cording to a senior official in the Ministry 
of Foreign Affairs (MOFA), stems from fun- 
damentally different views of how 
compensation should be calculated. 

Japan wants to settle the debt on the 
basis of the original sums due, plus inter- 
est and an allowance for inflation. Tai- 
wan argues that Taiwanese soldiers who 
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served in the Imperial Army during the 
war should be accorded the same status 
as soldiers in Japan's post-war Self- 
Defence Forces (SDF) and should be com- 
pensated accordingly. "If we accept the 
Taiwan argument, it means multiplying 
the original debt by about 7,000 times," 
says the MOFA official. The resulting fig- 
ure would be roughly equivalent to Ja- 
pan's defence budget, or about 5.4% of 
one year's public spending. 

“We can't take the Taiwanese claim 
seriously," the MOFA official explains. “SDF 
personnel serve voluntarily and have to 





be paid accordingly. That certainly wasn't 
true of Taiwanese soldiers who were 
drafted into the Imperial Army." Japan's 
military pay rates are among the highest 
in the world, reflecting high local living 
costs and the continuing unpopularity of 
the military. 

The Taiwanese need to take this into 
account, says Yasunori Matsuo, a journal- 
ist for Kyodo News Agency who has made 
a special study of the Taiwan debt prob- 
lem. On the other hand, Japan needs to 
recognise that if Taiwan accepts the terms 
it is has been offered — an Imperial Army 
soldier's Y20 monthly salary, adjusted for 
inflation — the resulting sum will buy 
only a modest meal in today's Taipei. 

While the Taiwan problem looks in- 
tractable, the wonder is that after 50 years 
the two sides are talking at all, says C. Y. 
Chan, a senior official at the Taipei Eco- 
nomic and Cultural Representative office 
in Japan, Taiwan's de facto Tokyo Em- 
bassy. Chan says Taiwan's post-war gov- 
ernment refused to have anything to do 
with Taiwanese veterans' claims on the 
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Taiwanese Imperial-Army veterans agitate for back pay. 


grounds that it was "not obliged to help 
people who had helped the enemy." 

The Kuomintang leaders also feared 
that if Taiwanese soldiers demanded re- 
imbursement of salaries, Japan might 
claim compensation for the property it lost 
when Taiwan ceased to be a Japanese 
colony in 1945. "They did some sums and 
concluded that they, and not Japan, might 
be the losers," says Chan. 

The turning point came in the early 
1980s, when democratisation in Taiwan 
unleashed popular pressure on the gov- 
ernment first to admit, and then actively 
encourage, war claims against Japan, says 
Chan. On Japan's side, things also started 
to change. In 1982 the Supreme Court 
ruled that Taiwanese soldiers were en- 
titled to compensation — though only of 
the original amounts due plus a reason- 
able rate of interest. 

In 1993, then Prime Minister Kiichi 
Miyazawa became the 
first leader to declare 
that Japan had a moral 
obligation to compen- 
sate the Taiwanese for 
inflation, not just to pay 
principal and interest. 
“Miyawaza said we 
couldn’t expect to solve 
the issue by paying out 
10 yen per soldier,” says 
the senior Foreign Min- 
istry official. 

Miyazawa's inter- 
vention was the main 
reason why the two 
sides finally started se- 
rious talks on the debt 
issue at the beginning of 
this year. But Japan 
seems to have had trou- 
ble getting its act together. “Аз the for- 
eign ministry, we were naturally inter- 
ested but we couldn't talk directly to a 
government which we don't recognise," 
says the senior MOFA official. Tokyo shifted 
diplomatic recognition from Taipei to Bei- 
jing in 1972. 

Another problem was that two other 
ministries wanted to have a say in the 
negotiations. The Ministry of Health and 
Welfare, which has paid out trillions of 
yen in pensions to former Japanese sol- 
diers and their families since the war, had 
to be consulted on the military-pay issue. 
Frozen post-office savings accounts were 
a problem for the Ministry of Posts and 
Telecommunications. 

Fujio, the LDP politician, believes sev- 
eral other Asian countries including Ko- 
rea could have claims against the Ministry 
of Posts and Telecommunications. But no 
one knows where the line will be drawn. 
What is certain, says Chan, is that with the 
end of the Cold War and the spread of 
democratisation in Asia, the clamour for 
war compensation will only get louder. m 
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enhanced by our stylish new interiors. 


From custom carpeting and luxurious wall 
coverings to crystal clear windows, we have 
changed the decor throughout our 
604 guestrooms and public areas, and in 


some cases... we've even grown in size! 


The truly elegant Marriott Ballroom now 
seats up to 750. Our superb Man Ho 
Chinese Restaurant has three newly 
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Welcome Mat 


Lucrative ties to Asia demolish old prejudices 





By Michael Heazle in Cairns 


ome of the first Japanese in- 
S vestors in Queensland were 

welcomed with a boom — 
literally. In 1980, a bomb exploded 
in the Japanese-owned Iwasaki 
holiday resort, then under con- 
struction near the town of Yep- 
poon, on the central Queensland 
coast. The culprits were never 
caught, and police said the attack 
sprang from strong anti-Asian 
sentiments among the locals. 

In those days, “people used to 
say things like the Japanese 
couldn't be trusted, and they were 
taking now what they couldn't get 
during the war," says Vick Ander- 
son, a taxi driver in Cairns, the 
fastest-growing city in Queens- 
land's Far North. Ross Fitzgerald, a histo- 
rian based in the state capital of Brisbane, 
believes the blast "reflected the racist atti- 
tudes of many people in northern and 
central Queensland at the time." 

The isolationist mind-set displayed in 
the Yeppoon bombing didn't bode well 
for the future of Asian tourism and in- 
vestment in the state. Northern and cen- 
tral Queensland have long been consid- 
ered frontier areas of Australia — and 
many of their residents displayed rough- 
hewn sensibilities to match. As far as 
many locals were concerned, the White 
Australia policy that restricted non-white 
immigration until the early 1970s should 
still have been in force. Even Australians 
from further south were often regarded 
with suspicion. 

But even in the early 1980s, there were 
some who saw the future, and that it lay 
not in separation from Asia but engage- 
ment with it. The Yeppoon bombing de- 
layed, but did not stop, construction of 
the Iwasaki resort. And only a year after 
the blast, a small but determined group 
of local businesspeople had found the 
funds and made the plans for a privately 
owned international airport in Cairns. The 
airport opened in 1984, and immediately 
proved a catalyst in bringing in tourists 
and investors; it set the path for growth 
in the following decade. 

Today, the cosmopolitan nature of this 
part of Queensland stands in stark con- 
trast to the situation in the early 1980s. 
The number of Japanese visitors passing 
through Cairns, for example, more than 
tripled between 1990 and 1993. Tourism 
has become the biggest contributor to the 
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On the must-see list. 


region's economic boom — and Queens- 
land's status as the Australian state with 
the lowest unemployment figures. Cairns 
brims with a huge variety of bars, restau- 
rants, resorts and tour companies. 

And these, it is widely recognised, now 
represent the community's bread and but- 
ter. As a result, the area has become a 
testing ground for Prime Minister Paul 
Keating's efforts to integrate Australia 
economically and culturally with its Asian 
neighbours. Cairns has become a show- 
case of how Australians have developed 
working relations with Asian companies 
— and of the economic benefits that have 
ensued from those links. 

Steve Sinclair, who has lived in Cairns 
for the last 21 years and 
publishes a local tourist- 
information magazine, 
marvels at the way the 
once-parochial attitudes 
of residents have been 
transformed. "Ten years 
ago, many of the locals 
really resented the idea 
of ‘Japs’ coming here. But 
after they recovered from 
the initial shock, got to 
know the Japanese and 
realised what tourism 
could do for the place, 
their ideas soon began to 
change." 

David Maguire, 
former editor of Hong 
Kong's South China Sun- 
day Morning Post and 
now editor of The Cairns 
Post, believes that north- 


FAR EASTERN ECONOMIC REVIEW 


Friendly Shore 





ern Queensland’s growing popularity as 
a holiday destination for Asians has 
“transformed the region from an un- 
known back door into Australia’s front 
door to Asia.” 

This transformation has buttressed the 
locals’ realisation that in many ways, Asia 
is only as far — or near — as Syd- 
ney or other southern Australian 
cities. The six-and-a-half-hour 
flight from Tokyo to Cairns, for 
example, is only marginally longer 
than the domestic haul from 
Cairns to Melbourne. Indeed, the 
lion’s share of international flights 
to Cairns arrive from Japan. Aus- 
tralian national carrier Qantas and 
Japan Air Lines share a weekly 
total of 33 inbound flights. 

The Japanese — and other 
Asian visitors — are brought to 
Cairns by a desire to do the things 
most can’t do at home easily or 
cheaply: diving, game fishing and 
golfing being just some of them. 
“In Japan, having fun costs too 
much money. Here I can afford to 
do almost anything, and it’s beau- 
tiful as well as safe,” says a visi- 
tor from Tokyo. 

According to the Cairns Port Author- 
ity, which oversees the airport, the number 
of Japanese visitors grew to 171,532 in 1993 
from 49,551 in 1990 — an increase of 246%. 
Arrivals from Singapore rose 120% in the 
same period, to 35,360. In all, 1.5 million 
passengers passed through Cairns’ inter- 
national and domestic terminals in 1991; 
airport officials predict the tally will grow 
to 5 million by 2000. 

Those numbers have made a big con- 
tribution to the change in attitudes. Says 
Sinclair: “At first people weren’t im- 
pressed, but after business and employ- 
ment picked up they began to accept what 
was happening. I think people's ideas also 
changed a lot when they 
discovered that Japanese 
tourists were generally 
polite people who did 
not cause problems.” 

The growing Asian 
presence in Cairns, 
whose population is less 
than 100,000, has given 
it an exotic atmosphere. 
Asian restaurants, kara- 
oke bars and signs in 
Japanese have become 
increasingly common. 
These provide the wel- 
come signs for visitors 
heading on to sample the 
region's awesome natu- 
ral beauty and outdoor 
lifestyle. “The Great Bar- 
rier Reef, the World Her- 
itage rainforests and lo- 
cal Aboriginal culture 
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are the region's biggest drawcards," says 
Brett Gilbert, spokesman for the Far North 
Queensland Promotional Bureau. 

Besides the economic benefits gener- 
ated by tourism, a careful, “local-friendly” 
style of development is also winning 
friends in North Queensland. The open- 
ing of hotel and resort facilities to the gen- 
eral public has limited the local animos- 
ity that often accompanies the develop- 
ment of tourist locations. 

"Over the last five years, most resort 
managers have realised the importance of 
keeping the locals as well as the guests 
happy. Making facilities available to the 
public and offering discount rates helps 
to avoid the feelings of local resentment 
that often occur,” explains Robert 
Quillfeldt, the manager of the Japanese- 
owned Ramada Great Barrier Reef Re- 
sort. 

John Gayler, a former Labor Party fed- 
eral MP and newly appointed director for 
Daikyo, a Japanese real-estate and resort 
group, also stresses the need for local in- 
volvement in tourism and development: 
“Daikyo employs about 1,300 locals and 
only about 100 Japanese . . . We try to 
encourage cultural integration between 
foreign tourists and the locals because a 
friendly atmosphere is one of the main 
things that brings the tourists here." 

Gayler points to Daikyo's A$42-million 
(US$31 million) development of Green 
Island, just off the coast of Cairns. 
"Daikyo's intention is to keep the island 
open to local residents and to also keep 
costs as low as possible." 

But despite such efforts, some friction 
remains. Some Cairns residents, for ex- 
ample, are unhappy about the state gov- 
ernment's decision to award Daikyo a 90- 
year lease on the island. They complain 
that while the resort remains open to the 
public, overnight stays are no longer pos- 
sible for most families at charges of A$350 
a night. 

Environmentalists have also expressed 
concerns about the rate at which the re- 
gion is being developed. Several foreign 
and locally owned projects have been 
strongly opposed by green groups. In the 
case of Daikyo, however, most environ- 
mentalists concede that it has solved one 
problem: Before the company leased 
Green Island, the cheap hotels on it used 
to pump untreated sewage straight into 
the sea. 

Some locals say the federal government 
could do more to aid tourism. Several 
companies in North Queensland that want 
to employ Asians have complained of 
restrictive immigration laws. Says a 
Queensland resort manager: "We need 
experienced people who are fluent in one 
or two Asian languages in order to 
provide tourists with the kind of service 
they expect. If we can't, they won't come 
back." п 
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Face 


TV debates shake up 
political scene 





By Julian Baum in Taipei 





| s Taiwan's politicians gear up for 
| year-end elections, one innovation 


appears certain to change the way 
politics are practised on the island: televi- 
sion debates. The Central Election Com- 


| mission has issued rules permitting live 


TV debates among candidates; as a re- 
sult, even incumbent provincial governor 


| James Soong — who holds the highest 


office up for grabs — could be forced to 
face his opponents on air. 

Soong, an appointee of the ruling 
Kuomintang, is standing for election for 
the first time in the December polls. 
Among the reasons he has been reluctant 
to agree to a TV debate is language — or 
the lack of it. His staff say Soong is wor- 
ried that his opponents might suddenly 
switch from Mandarin Chinese to Taiwan- 
ese, which he doesn't speak, leaving him 
at an embarrassing disadvantage. 

A Chinese mainlander who arrived in 
Taiwan in the 1940s, Soong has recently 


| begun studying the Taiwanese dialect. But 


his opponents in the Democratic Progres- 
sive Party (DPP) and the New Party are 
native speakers and could surpass his 
limited ability in the notoriously difficult 
local tongue. Because Taiwanese voters 
are increasingly assertive of their island 
identity, the language handicap could 
prove decisive in a close race. 

There is also the well-known dis- 
advantage in political debates for the in- 
cumbent, a factor that was on display in 
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Chen, Jaw and Huang: politics and TV histrionics. 


the first TV debate, 
among mayoral candi- 
dates, on October 2. 
Drawing an estimated 
40% of viewers, the 
three candidates for 
Taipei's mayoralty 
sparred for more than 
two hours before a 
live audience evenly 
apportioned among 
their respective sup- 
porters. The event's 
popularity stunned 
even its sponsors, the 
mass-circulation China 
Times and govern- 
ment-controlled Tai- 
wan Television. 

During more than 
two hours of political 
theatrics that sometimes lapsed into name- 
calling, appointed office-holder Huang Ta- 
chou confirmed his reputation as a weak 
candidate unable to defend his record. 
After the debate, local bookies gave 
Huang, a former student of President Lee 
Teng-hui, a 30:1 chance of winning. 

His opponents are both incumbent leg- 
islators and practised rhetoricians who eas- 
ily outmanoeuvred Huang while also scor- 
ing points off each other. New Party can- 
didate Jaw Shau-kong described Huang 
as a "nincompoop mayor," unable to en- 
force the law or correct even the most ob- 
vious shortcomings of city government. 
Pro-independence candidate Chen Shui- 
bian, meanwhile, accused Huang of al- 
lowing the city to accumulate liabilities 
far above its ability to pay. Huang denied 
the allegations of financial insolvency but 
floundered on other questions, often fail- 
ing to use his allotted time to respond to 
questions from a panel of local journalists. 

Many viewers were disappointed that 
the candidates mainly avoided issues of 
direct relevance to Taiwan's largest city. 
What they did get was much discussion 
of the wider political issues of the day — 
including independence vs. unification 
with China and democracy vs. dictator- 
ship. Jaw appeared to have scored most 
highly from the encounters, though poll- 
sters say he remains in second place be- 
hind the sharp-tongued Chen, arguably 
the DPP's most popular politician. A bril- 
liant lawyer who strikes fear in the hearts 
of government officials during parliamen- 
tary question and answer sessions, Chen 
was recently rated by journalists cover- 
ing the legislature as the most able among 
its 161 lawmakers. 

Despite the criticisms, the event was 
also given high ratings for fairness. The 
election commission has nevertheless 
ruled that future debates shouldn't be 
held before a live audience, in order to 
minimise emotional outbursts that could 
influence viewers at home. m 
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Guocang Huan is vice-president of J. P. Morgan in Hong Kong. 


China’s Inflation Threat 


and July, the cost of living surged 24% 

year-on-year, up sharply from 16% at 
the end of 1993. Producer prices are also 
rising fast, with those for capital goods 
rising faster than those for consumer 
goods. On top of this, the rural-urban 
inflationary gap has narrowed over the 
last 12 months, largely because of price 
rises in farm machinery and increased 
peasant demand for consumer goods. 

Structural reforms have also contri- 
buted to this new burst of inflation. By 
early 1994, prices of more than 90% of 
capital goods and 95% of consumer goods 
were fully liberalised. Food, energy and 
services have all shot up as a result. In 
contrast, prices for clothing and durable 
goods have increased only moderately, 
largely because production has expanded 
enough to ensure a sufficient supply. 

But liberalisation is not the only cul- 
prit. Inflation has been further prodded 
by excess demand, particularly for capi- 
tal goods, bumping up against supply 
constraints. Last year, for example, state- 
sector fixed investment jumped 50.6% 
year-on-year, with the fast-growing real- 
estate sector in particular driving up 
prices of construction-related capital 
goods. In 1993 as a whole, average indus- 
trial-production costs rose 28.2%, while 
energy and raw materials surged 35%. 
Many Chinese producers and retailers 
have responded to these higher costs by 
raising prices, not cutting margins. 

After a temporary clampdown on de- 
mand in late 1993, the government loos- 
ened the reins again in April 1994. As a 
result, fixed capital outlays jumped nearly 
73% over the figure for July 1993 — almost 
twice the average for the first six months 
of 1994. Foreign direct investment has also 
continued to rise, driving up the overall 
demand for capital goods. And import 
costs have risen as a result of the govern- 
ment’s decision to merge the two ex- 
change rates in January 1994. This led to 
a 40% de facto depreciation of the currency. 
Given that about 15% of capital goods and 
raw materials and 8% of consumer goods 
are imports, the devaluation clearly has a 
strong inflationary impact. Given the in- 
creased sales of foreign products in China, 


| nflation is back in China. In both June 
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the effect of this will likely continue for 
some time. 

The government's response to these 
developments has not been consistent. The 
initial policy response was a sharp clamp- 
down on credit expansion in the third 
quarter of 1993, particularly in the real- 
estate sector. The interest rate on one-year 
certificates of deposit was raised to 10.96% 
in January 1994, and the growth of M2 — 
cash and private deposits, except for very 
large ones left for a specified period of 
time — dropped sharply. 

By April, however, authorities resumed 
making loans to loss-making enterprises 





& There appears 
to be a lack of 
coordination 
between the 
government's 
efforts to battle 
inflation and its 
other reform 
policies 3 





out of concern for rising unemployment 
(almost half of state-owned companies 
posted losses during the first half of 1994). 
At the same time, the nominal wages of 
state employees were raised by 18.2%. 
Money growth in July was 17% over the 
1993 figure, while real interest rates were 
around 7.2%. Then the government fur- 
ther stoked demand by launching an am- 
bitious infrastructure programme. 

In short, there appears to be a lack of 
coordination between the government's 
efforts to battle inflation and its other re- 
form policies. For example, to support the 
troubled stockmarket, the Chinese Securi- 
ties Regulatory Commission has an- 
nounced a rescue plan, to allow banks to 
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extend credit to securities firms for stock 
purchases. This will raise market liquidity 
and enhance inflationary pressures. The 
latest draft of the banking law — which 
will be revised — prohibits this practice. 


policy conference concluded with a cau- 

tious macroeconomic policy package: 
this time, anti-inflationary policies are to 
take priority over unemployment con- 
cerns. For the rest of the year, the govern- 
ment will again tighten up on credit and 
monetary expansion. But it will continue 
to increase credit selectively to the state 
sector. And the central bank will not likely 
raise key interest rates by much, if only 
because many state-owned companies 
simply cannot afford high interest rates. 

The official goal of 9% inflation for 1994 
has already become unrealistic, especially 
in light of China's strong growth and its 
cautious policy response. More likely, it 
will approach 15% by year end. 

Nor does there appear to be long-term 
relief in sight, especially if China joins the 
General Agreement on Tariffs and Trade 
(Gatt) in mid-1995 and is forced to open 
the domestic market further. Increased 
international competition should bear 
down on prices in the domestic market, 
but Gatt membership will probably help 
bring about a surge of imports that will 
push the exchange rate down and lift 
prices further. And the preference for 
more expensive, foreign-made products 
on the part of the Chinese consumer will 
provide another inflationary pressure. 

Finally, there will probably be no long- 
term inflation-unemployment trade-off. 
The reintroduction earlier this year of 
administrative measures to control prices 
is not a long-term solution. Instead, the 
government will have to redefine and bal- 
ance the “acceptable levels” of inflation 
and unemployment. It will have to build 
and institutionalise new mechanisms gov- 
erning its monetary, credit, investment 
and price policies, and focus on structural 
reforms to address unemployment and the 
losses of state-owned firms. Such mea- 
sures will enhance Beijing’s ability to im- 
plement a consistent macroeconomic stra- 
tegy and, in turn, stabilise prices. п 
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Pump Up 
The Volume 


New radio station has 
Kuala Lumpur rocking 





By S. Jayasankaran in Kuala Lumpur 
| ts 6:30 in the morning and clock ra- 





dios all over Kuala Lumpur are com- 

ing alive. “Good morning Kay El," war- 
bles disc jockey Richard La faber amid 
the introductory chords of golden oldie 
Stupid Cupid. "Ever been hit by Cupid's 
arrow? Here's what you do. Pull it out, 
rush to the doctor, get a tetanus shot and 
then go loooook for a good lawyer." 

You're listening to 99.3 FM, Time High- 
way Radio, Malaysia's first private radio 
station. La faber and other DJs with im- 
probable names ("The Flyguy" for in- 
stance) are the stars of an all-new, mainly 
English, 24-hour radio station that has 
taken the capital by storm. Thoroughly 
modern and totally hip, Time Highway 
makes Radio 4, the previous only-English 
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radio channel, sound positively geriatric 
by comparison. The new station can be 
heard everywhere, in supermarkets and 
pubs and from cars stuck in the capital's 
endless jams. Even telephone callers put 
on hold by Kuala Lumpur's secretaries 
are now treated to a dose of Time High- 
way's frenetic rap. 

In a country where the government 
regularly warns against aping Western 
ways, the fact that a station like Time 
Highway exists at all is a surprise. But 
the real shock is the fact that the station is 
broadcasting mostly in English, something 
that would have been unthinkable a few 
years ago. Malaysia's government is 
dominated by the United Malays National 
Organisation (Umno), an ethnic-Malay 
and Muslim party headed by Prime Min- 








Don't drive home without it. 


ister Datuk Seri Mahathir Mohamad. And 
Umno is highly sensitive to criticism that 
it does not wholeheartedly champion the 
cause of Bahasa Malaysia, the national lan- 
guage and the mother tongue of the coun- 
try's majority Malays. 

Driven by Umno, Malaysia's education 
policy switched away from English in the 
1970s and promoted Bahasa as the main 
medium of instruction. Downgraded, 
English soon became little more than a 
poor second or third tongue to many Ma- 
laysians. But Mahathir's Vision 2020, 
which aims to see Malaysia a fully devel- 
oped nation by that year, envisages a thor- 
oughly modern country plugged firmly 
into the international economy. And that 
includes mastery of English. 

The English focus on Time Highway 
Radio has more prosaic reasons as well. 
The English market sells. Radio 4 raked 
in close to M$22 million (US$8.6 million) 
in advertising revenues last year, almost 
55% of total radio ad revenues. And that 
despite the fact that the station operates 
only 12 hours a day. "We're looking to 
capture 10% of the radio advertising mar- 
ket initially,” says Hisham Rahman, the 
chief executive of Time-Multimedia, the 
subsidiary of listed Time Engineering 
which controls Highway Radio. 

Currently Highway Radio only reaches 
the Kuala Lumpur region. But come 
March 1995 and an additional M$12 mil- 
lion investment, it will be heard along the 
length of the peninsula. "Then we can 
really get started," beams Hisham. "Do 
you know that Radio 4 actually turns 
away ads? They're overbooked." " 
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Proxy 
War 


Pakistan's ISI alleged to 
target India's northeast 





By Jayanta Sarkar in Calcutta and 
Ahmed Rashid in Karachi 


fter the plague broke out in India, 
Ac in some Pakistani news- 

papers asked how long it would 
take for India to blame its neighbour for 
the epidemic. In early October, an Indian 
politician obliged the caricaturists. Raj 
Gopal, a leader of the militant Bharatiya 
Janata Party, accused Pakistan's Inter- 
Services Intelligence agency (151) of smug- 
gling plague-infested rats into Surat. 

Accusations levelled at one another's 
intelligence agencies have long been a sta- 
ple of the troubled relations between In- 
dia and Pakistan. Many of the claims are 
as outrageous as Gopal's, but others have 
a basis in fact. Despite government deni- 
als, there is little doubt that each intelli- 
gence agency has homed in on the soft 
underbelly of its opponent. For the 151, that 
mainly means Kashmir. For India's Re- 
search and Analysis Wing (RAW), mean- 
while, it's allegedly Pakistan's Sindh pro- 
vince. 

The intelligence war has contributed 
to the near-total disintegration of normal 
diplomatic links between India and Paki- 
stan. Almost monthly, the two countries 
announce the expulsion of diplomats ac- 
cused of being spies. Pakistan is consider- 
ing closing the Indian consulate in Kara- 
chi, which it suspects to be a nest Of RAW 
agents. 

Much of the unrest in Karachi stems 
from the militancy of the Muhajir Quami 
Movement (МОМ), an ethnically based 
party whose exiled leader called last 
month for the division of Sindh province. 
A high-ranking officer says that the army, 
which has been vir- 
tually running Kara- 
chi for the past two 
years, is convinced 
that the RAW is now 
arming and funding 
the MOM. 

India's latest ac- 
cusations, on the 
other hand, are cen- 
tred on a region far 
from the India-Paki- 
stan border. Indian 
security officials 
charge that the ISI 
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has started targeting India’s northeast, 
running training camps for the region’s 
ethnic rebels in neighbouring Bangladesh. 
Dhaka denies the claim. 

At the same time, the Indian officials 
charge, the 151 has stepped up its efforts 
to recruit agents from the ranks of Islamic 
youth groups in India. The alleged in- 
crease in the IsI’s destabilising activities 
in India has followed the 1989 Soviet pull- 
out from Afghanistan, which — the offi- 
cials say — allowed the powerful intelli- 
gence agency to redirect its resources 
away from the Afghan mujahideen. 

The charges were made by Indian po- 
lice, intelligence and defence officials, who 
spoke on condition that they not be 
named. One of them, a senior police coun- 
ter-intelligence officer, suggested that a 
stonger Indian security 
presence in Kashmir and 
Punjab had prompted the 
151 to search for softer tar- 
gets. Rugged terrain and 
the presence of ethnic rebel 
groups makes the northeast 
fertile ground for subver- 
sion. 

The recent seizure of 
counterfeit Indian currency 
in various northeastern dis- 
tricts gave a new colour to 
the region’s insurgencies. A 
close relative of a Nagaland 
state minister was among 
11 people arrested on sus- 
picion of involvement in 
printing the high-denomi- 
nation notes. The political 
link fuelled fears that it was 
more than simply a criminal operation, 
though no evidence of a political motive 
has emerged so far. “We hope others are 
not in it, because that would mean that 
some people are running an all-out sub- 
versive operation,” says an Indian defence 
official. 

The northeast would present a logisti- 
cal problem for the 151, however. Unlike 
Pakistani border regions such as Kashmir 
and Punjab, the northeast can only be 
penetrated through a neighbouring coun- 
try. Some insurgent groups in northeast 
India have longstanding links with groups 
based in Bangladesh, Burma and Nepal, 
often based on tribal ties that spill over 
national borders. Indian intelligence offi- 
cials charge that the 151 has built upon 
some of these links. 

It is principally through Bangladesh, 
the intelligence officials allege, that the ISI 
has been channelling funds to the north- 
east's biggest insurgent group, the Na- 
tional Socialist Council of Nagaland 
(Muivah). Earlier this year, Indian secu- 
rity forces arrested the party's finance sec- 
retary, Khayeo Huere, who was subse- 
quently quoted by newspapers as admit- 
ting that the 151 gave his group US$1.7 


34 


million to buy weapons. 

The Indian officials charge that the 151 
is running training camps for Indian 
rebels in a number of locations in Bangla- 
desh, including Mymensingh, Sylhet and 
the Chittagong Hill Tracts. They say that 
they provided Dhaka with the precise lo- 
cations of the camps, but that Bangladeshi 
authorities, after verification, replied that 
no such camps could be found. 

The Foreign Office in Dhaka has re- 
jected reports of alleged 151 operations in 
Bangladesh as “false” and “baseless.” In- 
deed, foreign diplomats in Dhaka say they 
would find it difficult to accept accusa- 
tions of official Bangladeshi involvement 
in aiding the Indian rebels. Some note, 
however, that there are areas of the Hill 
Tracts where tribal groups have managed 
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MQM supporters in Karachi: suspicions of covert Indian involvement. 


to operate outside central government 
control. 

Pakistan denies that it is trying to 
destabilise India, though officials ac- 
knowledge privately that the ISI is active 
in Kashmir. "Kashmir is a disputed terri- 
tory between India and Pakistan," says a 
senior Pakistani bureaucrat. "It's the core 
interest of our foreign policy. It has been 
the cause of several wars, and no govern- 
ment could survive if it stopped helping 
the Kashmiri freedom fighters." 

Pakistan is using Islam as a weapon in 
that battle, Indian security officials allege. 
They point to the case of Nadim Ahmed, 
a former Calcutta schoolboy arrested on 
charges of being a Pakistani spy. The offi- 
cials charge that Ahmed, and hundreds 
of others like him, have been recruited by 
the 151 from the ranks of Muslim youth 
groups in India. Anti-Indianism and ter- 
rorism do not figure when the first over- 
tures are made. Instead, the lure is Islam. 
But once recruited, the youths are shaped 
through intensive indoctrination in camps 
run by 151 front organisations, the officials 
charge. “The religion angle has been 
turned into an ideology," says a senior 
Indian police official who interrogated 
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Ahmed. “What they are trying to do is 
nothing short of ideological subversion." 

The rise of Hindu militancy — sym- 
bolised by the destruction of a historic 
mosque in Ayodhya in December 1992 — 
has been a boon to the Islamic fundamen- 
talist groups where the ist allegedly finds 
its recruits. The police official says the 151 
used the Ayodhya incident as a proof of 
its basic theory — that Muslims are not 
safe in India. 

The 151 has targeted other parts of In- 
dia as well, Indian security officials al- 
lege. Four months after the Ayodhya in- 
cident, a spate of bombings killed 317 
people in Bombay, on India's west coast. 
In August of this year, Indian police ar- 
rested a 32-year-old Muslim, Yakub 
Memon, who confessed in a televised in- 
terview that the 151 master- 
minded the attack. 

Pakistan has denied any 
involvement in the Bombay 
blasts, though at the time 
the 151 was at the peak of 
its powers. Nawaz Sharif, 
who became Pakistani 
prime minister in 1990, ap- 
pointed Gen. Javad Nasir, 
a bearded Muslim funda- 
mentalist, as 151 chief. Nasir 
launched numerous secret 
operations, and by 1992 the 
United States was on the 
verge of declaring Pakistan 
a terrorist state. 

Since then, however, 
major changes have taken 
place within the 151, mak- 
ing analysts in Pakistan 
doubtful that the agency’s reach could 
extend all the way to India’s northeast, 
as alleged by Indian security officials. 
When Sharif was forced to resign last 
year, Nasir and the top 151 echelon were 
removed and replaced by less zealous 
and more professional officers. The army 
command placed restrictions on the 151/5 
activities. 

The Isi’s present chief, Gen. Javed 
Ashraf Qazi, is known more as a bureau- 
crat who avoids the limelight than as an 
Islamic zealot. He presides over a less 
powerful 151, the analysts say. The Soviet 
pullout from Afghanistan, the end of the 
Cold War, the cut-off in U.S. aid to Paki- 
stan and the government's cash crunch 
have led to major cuts in the 151/5 budget 
and manpower. 

The agency's interference in domestic 
politics is also much less obvious. Rather 
than being an opponent, Qazi is a key 
foreign-policy adviser to Prime Minister 
Benazir Bhutto. Under Bhutto, analysts in 
Pakistan say, the proxy war has been 
toned down. "To blame everything that 
happens in India on the ISI is ludicrous,” 
says a senior Pakistani bureaucrat. "And 
it gives the ISI far too much credit." Е] 
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For more than a century and a half, Patek Philippe has been known as 

the finest watch in the world. The reason is very simple. It is made 
i dd It is made using skills and tec hniques that others have lost 
r forgotte n. It is made w ith attention to detail very few people would 
notice. It is made, we have to admit, with a total disregard for time. If 
а 4 а particular Patek Philippe 

^. B movement requires four 
vears of continuous work to 





bring to absolute perfection, 
we will take four vears. The 
result will be a watch that 
is unlike any other. А watch 
that conveys quality from 
first glance and first touch. 
Aw atch with a distinction: 
generation after generation 
it has been worn, loved and 
collected by those who are 
very diffic ult to please: 
those who will only accept 
the best. For the day that 
vou take deliverv of vour 
Patek Philippe. vou will have 
acquired the best. Your watch 
will be a masterpiece, quietly 
reflecting vour own values. 
A watch that was made to 
be treasured. 
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PATEK PHILIPPE 
GENEVE 


HONG KONG Service Centre: FAIRFIELD ENTERPRISES LTD. (DISTRIBUTOR AND GENERAL AGENT), Room 8O9, Wing On Plaza, Mody Road, Tsimshatsui East, Kowloon. 
Authorized Retailers: ELDORADO WATCH CO., LTD., 60, Queen's Road, Central - SHUI HWA WATCH CO., LTD., 50, Des Voeux Road, Central - KING FOOK 
GOLD & JEWELLERY CO., LTD., 3O-32, Des Voeux Road, Central - 88, Queensway, The Pacific Place, Central - 1, Yee Woo Street, Causeway Bay - 458-468, Hennessy 
Road, Wanchai - EMPEROR WATCH & JEWELLERY CO., LTD., Shop 20 B, G/F Pacific House, 20, Queen's Road, Central. KOWLOON EMPEROR WATCH & JEWELLERY CO., LTD., 
81, Nathan Road, Ground Floor - KING FOOK GOLD & JEWELLERY (KLN) CO., LTD., 118-130, Nathan Road - ZURICH WATCH CO., LTD., 91-93 Nathan Road - MERLIN WATCH CO., 
16, Peking Road, Ground Floor, Tsimshatsui - SWISS UNION WATCH CO., 29 Nathan Road, Tsimshatsui. SINGAPORE GENEVA MASTER TIME PTE LTD. (DISTRIBUTOR AND GENERAL 
AGENT), 39A Jalan Pemimpin, O5-OO TAL Building. Singapore 2057, Tel. 2599288. Showroom: PATEK PHILIPPE DISPLAY & SERVICE CENTRE, Goodwood Park Hotel, Tower 
Block, 22 Scotts Road, Singapore O922, Tel. 7321506. SINGAPORE Authorized Retailers: CORTINA WATCH CENTRE PTE LTD., Tel. 2350084/3399185 / 337 1481/3391728 – 
THE HOUR GLASS LTD., Tel. 2356527/7342420/7341598/3378309/7331262/3343241 – ROY EASTERN WATCH PTE LTD., Tel. 7341935/7343139/3381232 – DELUXE EASTERN 
WATCH PTE LTD., Tel. 2352536 – SINCERE WATCH LTD., Tel. 7374648/3384006/7330618/7353977 - WATCHES OF SWITZERLAND PTE LTD., Tel. 7373708/7338204. MALAYSIA 
Service Enquiry: C. MELCHERS & CO. S.E.A. AGENCY, Petaling Jaya, Tel. 7555566. MALAYSIA Authorized Retailers: THE HOUR GLASS Bhd, Kuala Lumpur, Tel. 2441620 – 
WOO HING BROTHERS (M) Bhd, Kuala Lumpur. Tel. 2419420/244193O. INDONESIA Authorized Retailer: THE HOUR GLASS LTD., Jakarta, Tel. 314 3311 





TRAVELLERS' TALES 





DRIVING A HARD BARGAIN: Stephanie 
Mitchell, who works in the Asia-Pacific 
department of a American firm, climbs 
into a taxi at the airport in Beijing, look- 
ing forward to relaxing in a room at her 
five-star hotel downtown. 

The shifty-looking driver glances at her 
and her colleague, and decides that they 
are gullible, greenhorn tourists. "US$70," 
he barks hopefully, trying to keep his face 
straight. 

But this girl's no patsy. "We'll pay the 
fare on the meter," she tells the would-be 
conman. 

A few minutes later, the ageing Lada 
reaches the toll gate for the expressway. 
The devious driver tries Plan B. He stops 
the car and says he needs a large cash 
advance to get through the gate. The 
passengers refuse and, after a tense wait, 
the cursing driver reluctantly goes 
through, miraculously producing some 
cash. The toll is only Rmb 10 (US$1.20). 

Half an hour later, he stops at the 
driveway of the hotel and again de- 
mands US$70 — although the meter 
reads Rmb 140, about a quarter of what 


VITTACHI 


Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 


he is demanding. The passengers hand 
him the correct fare, and collect their bags 
from the boot. 

Then Stephanie pulls out some paper, 
writes down the number of the taxi, and 
sweetly asks the have-a-go villain, in her 
best Mandarin: "Excuse me, please, but 





what is your honourable name?" 

The driver is horrified. They weren't 
barbarian low-lifes! They were clever 
foreign devils who could speak the 
language of the celestial Middle King- 
dom! 

Failing to inform her of his honour- 
able name, he flings the car into reverse 
and zooms backwards — right into a 
gleaming new Beijing Jeep (cost: 
US$20,000-plus). 

The driver of the jeep approaches to 
demand compensation. Stephanie and her 
colleague, who work for Autodesk Far 
East Ltd., are unable to contain their peals 
of delight. “There is a God,” says Step- 
hanie. 





WHITER SHADE OF PALE: Helen and 
Tomas Larsson of Thailand were recently 
staring in horror at the menu of the Ba- 
nana Leaf restaurant, Bangkok. “Albino 
with coconut milk" was on offer. I know 
Asians can sometimes be racist towards 
white-skinned people, but really, eating 
them is a bit much. 
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SIGN OF THE TIMES: Reader Mark Hodges 
of Gainesville, Florida, took this photograph 
in Yellowstone National Park, Wyoming. 
"Not a good sign, so to speak, but fair 
warning," he commented. | feel | have 
passed this sign, in spirit, every few years 
of my life. 





SIMPLY DIVINE: A mystical newspaper 
has been launched in Singapore. Feng Shui 
Bao (Geomancy Newspaper), a quarterly, 
is published by Koh Pu Lin, a diviner. A 
copy was sent to me by Paul Walker of 
Andersen Consulting. 

I had a flick through: 

Page 1: a photograph and a quote from 
“Master Koh Pu Lin." 

Page 2: a mast-head which reveals that 
the entire editorial staff consists of "Mas- 
ter Geomancer Koh Pu Lin". There are 
also several advertisements from Koh Pu 
Lin's company. 

Page 3: Three articles, all by Koh Pu 


Lin. Page 5: Two more articles, both by 
Koh Pu Lin. 

Page 6: An article by Koh Pu Lin, a 
photograph of Koh Pu Lin, and some ad- 
vertisements from the company of Koh 
Pu Lin. Page 7: An article by Koh Pu Lin, 
and an advertisement from the company 
of Koh Pu Lin. 

Page 8... Well, I think you get the 
picture. It's all fascinating stuff, and I am 
sure it is all read avidly, particularly by a 
fiercely loyal reader called — let me guess 
— Koh Pu Lin? 





IT INVOLVES KIMCHEE: I know India's 
Kama Sutra is popular inspiration for con- 
jugal activities around the globe, but have 
never heard of a Korean marital technique 


Korean marital art is practised in over 100 countries 








which has spread so widely. This head- 
line, sent in by Wilma Von Mengersen of 
Seoul, was in the Korea Herald of Septem- 
ber 4. You've got me worried now. Am I 
missing something really good? 





HARD LUCK: Stuart Dean, president of 
GE Capital, got this baffling message from 
his secretary while he was at the Grand 
Hyatt Jakarta. 

It transpired that "hot coffee" was the 
nearest thing the message-taker could 
think of when the caller said "hard copy." 

As a technophobe, my sympathies are 
with the hotel staff. I think it is ridiculous 
how computer buffs call those hard little 
plastic disks "floppies" while floppy bits 
of paper are called “hard copy.” и 








[X] - TELEPHONED 
{ J - САМЕ TQ SEE YOU 
CALS UP RENT I 


STU, YOU САН GET A HOT COFFEE 


| - PLEASE RETURN CALL 
1.- WILL CALL AGAIN 
`3 - HOLDING A FAX/TLX FOR YOU 


OF THE PRESENTATION WHICH I'M 


SENDING TO YOU THIS MORNING. THE ORIGINAL ARE WITH FRANSISCA. 














However you spend your business day, 


Ihe Regent will see that you're never 


far away from it. Sorry. 
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& Changing 
the rules 


should be a 
relatively easy 


task, and it 


would enable 


the UN to 
monitor 


human rights 
in Hong Kong 
after 1997 4 





Democracy rally in Hong Kong: post-1997 poser. 
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UN Should Help Hong Kong 





It can let territories, not just states, report on human rights 


claration was unveiled, Hong Kong remains 

uncertain about its future. The promises of 
autonomy seem as elusive as ever, even in an 
area as non-political as athletics. Indeed, Chinese 
Sports Minister Wu Shaozu recently said that 
China had not yet agreed to let Hong Kong com- 
pete independently in international events after 
1997. 

The issue that has aroused most concern in 
Hong Kong is, of course, human rights. At present, 
the United Nations monitors the situation through 
its Human Rights Committee because Britain, a 
party to the International Covenant on Civil and 
Political Rights and the International Covenant on 
Economic, Social and Cultural Rights, extended 
them to Hong Kong in 1976. 

In both the Joint Declaration and the Basic 
Law, Hong Kong's post-1997 mini-constitution, 
China promised that the provisions of the two 
covenants "as applied to Hong Kong shall remain 
in force." The problem, however, is that China 
has not signed either covenant, both of which 
require periodic reports to the UN. Currently, 
Britain makes the required reports on Hong 
Kong; after 1997, it will no longer do so. And be- 
cause China is not a member, it will not take up 
this baton. Hong Kong, it seems, is likely to lose 
its link with the UN's human-rights monitoring 
bodies. 

Human-rights activists and certain non-govern- 
ment organisations (NGOs) argue that for China to 
live up to its commitments in the Joint Declara- 
tion and the Basic Law, Beijing must join the two 
covenants so that it can perform the reporting func- 
tion after 1997. It isn't necessary for Beijing to agree 
that all of China will be bound by the two cov- 
enants. If it so wishes, Beijing is free to enter a 
reservation limiting the application of the cov- 
enants to Hong Kong. But Beijing may resist mak- 
ing such a move because it would imply that hu- 
man-rights standards on the mainland are not as 
high as those in Hong Kong. 


Т: years after the Sino-British Joint De- 


Thus far the 
pressure has been 
on China — and on 
Britain to persuade 
China — to join the 
two covenants on 
Hong Kong's be- 
half. The British 
have also come un- 
der fire for having 
reached the agree- 
ment with China on 
the applicability of 
the two covenants 
to Hong Kong after 
1997 without hav- 
ing agreed on the 
mechanism by 
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which the monitoring function will continue. The 
problem is that the two covenants are open only 
to countries, not territories. Under the existing 
rules, Hong Kong cannot subscribe to the two cov- 
enants on its own. 

. Although Chinese officials have at various times 
indicated that Beijing may be willing to consider 
subscribing to the two covenants, the Chinese have 
made no indication that such a move is imminent. 
Apparently, Chinese officials are also not con- 
vinced that honouring their commitments neces- 
sarily implies reporting to the UN. The Chinese 
seem to think that merely implementing the pro- 
visions of the covenants through Hong Kong leg- 
islation will be sufficient to discharge those obli- 
gations. 

Given that China is not likely to change this 
stance soon, another way out of the impasse ought 
to be explored. The obvious solution is for the UN 
to change the rules so that territories like Hong 
Kong can subscribe to the covenants. That way, 
Hong Kong could report on its own behalf rather 
than through either Britain or China. Such a solu- 
tion should be acceptable to China, inasmuch as 
Hong Kong is already a separate member of cer- 
tain UN agencies. Moreover, the Joint Declaration 
specifically says, "The Central People's Govern- 
ment shall, where necessary, facilitate the contin- 
ued participation of the Hong Kong Special Ad- 
ministrative Region in an appropriate capacity in 
those international organisations in which Hong 
Kong is a participant in one capacity or another, 
but of which the People's Republic of China is not 
a member." 


Е nabling Hong Kong itself to report will, of 


course, require Chinese consent. But this is 

far more likely than Chinese agreement to 
become party to the covenants. In fact, such a 
change in the rules would allow China to save 
face by allowing Hong Kong to report, rather than 
lose face by joining itself and then having to say 
that the covenants will not apply to the mainland. 

Next year is the 50th anniversary of the found- 
ing of the UN, and a general overhaul is being 
planned, including enlarging the Security Council 
by adding new permanent members (e.g., Japan 
and Germany) and allowing the re-election of non- 
permanent members. Changing the rules of 
membership in the two covenants should be a rela- 
tively easy task, and it could be presented as part 
of the general overhaul that the world body is 
going through. Not only would it let both Britain 
and China off the hook, it would enable the UN to 
continue to monitor human rights in Hong Kong 
after 1997. 

To be sure, this would mean a redrafting of the 
provisions of the two covenants. But this move 
may potentially benefit other territories as well. 
And even if Hong Kong were the only benefici- 
ary, it would be well worth the effort. " 
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arket Minefield 


Asian investors tread carefully in a volatile market 


und managers could hardly call 

them the dog days of summer. In- 

deed, the third quarter of the Year 

of the Dog was full of sharp swings, 
in contrast to the previous quarter. At the 
end of it all, “Asia did well,” with the 
notable exception of Japan, notes Graham 
Muirhead, a director at HSBC Asset Man- 
agement Hong Kong. “The best thing you 
could do was to be geared.” 

The tricky part was making sure the 
dog wagged the tail and not the other 
way around. “The quarter was full of con- 
flicting signals,” says Alfred Ho, an as- 
sociate director at Aetna Investment Man- 
agement. “Liquidity came in on the good 
news and disappeared on the bad. Mar- 
kets became more earnings-oriented. If the 
earnings were disappointing, forget it.” 

In Hong Kong, there were lots of rea- 
sons to be bearish. At NatWest Invest- 
ment Management Asia, fund managers 
underweighted Hong Kong in the third 
quarter and say they aren't likely to change 
their stance for the rest of the year. "There 
is no catalyst to get Hong Kong going in 
the short term," says John Quinn, 
NatWest's chief investment officer. "There 
is no good news about interest rates or 
property prices and there is uncertainty 
about China." 

Still, being bearish doesn't mean that 
fund managers are cashing out completely. 
What it does mean is that they are reduc- 
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By Henny Sender 


ing positions and turning to more con- 
servative strategies of seeking corporate 
earnings growth rather than asset-driven 
plays. Because the market represents about 
40% of Asia's total market capitalisation 
(excluding Japan), most fund managers 
cannot eliminate their exposure, however 
much they might like to. And few are op- 
timistic about Hong Kong in the last quar- 
ter of 1994. “I am reasonably bullish on 
Hong Kong," HsBc’s Muirhead concludes. 
“But if the index moves closer to 10,000, 
l'll be more defensive.” 

Being bearish on Hong Kong typically 
means having one third of a portfolio in 
the Hong Kong market rather than 40% 
or more. And it means finding stocks that 
are likely to hold up relatively well even 
in a market that turns down. "In Hong 
Kong," quips Muirhead, "boring is beau- 
tiful." 

As a result, many fund managers trim- 
med positions in companies whose earn- 
ings were poor, such as Dairy Farm. Mean- 
while, firms that had been some of the 
hottest China plays 18 months ago, such 
as Cafe de Coral Holdings, were sells. 

Even so, there were some positive 
signs. Hong Kong's all-important prop- 
erty developers did better than anticipated 
and many fund managers are now over- 
weight in that sector, albeit selectively. 
"Property levelled off; it didn't fall off the 
cliff,” says Peter Phillips, a country fund 
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manager at Fidelity Investment Manage- 
ment in Hong Kong. 

Core holdings such as Sun Hung Kai 
Properties are still regarded as buys. Fund 
managers also liked Henderson Land De- 
velopment, which produced better-than- 
expected earnings results for the first half. 

Outside of property, Phillips continues 
to like some of the media companies, par- 
ticularly Hong Kong's Television Broad- 
casts. "It has an outstanding story and 
though it has had a good run, it has had 
strong earnings and advertising potential 
in Guangdong," he points out. 

While many fund managers consider 
utilities defensive buys in times of uncer- 
tainty, Phillips considers them growth sto- 
ries. He is particularly impressed by the 
prospects of Hongkong Telecom. "No 
matter who gets the connections in China, 
Hongkong Telecom will get business 
directly or indirectly," he notes. 

HSBC's Muirhead is also holding onto 
conglomerates such as Hutchison Wham- 
poa, (which is more diversified than some 
of the other hongs and has experienced 
better-than-expected earnings), as well as 
Swire Pacific, despite the poor perform- 
ance of its subsidiaries Cathay Pacific Air- 
ways and Hong Kong Aircraft Engineer- 
ing (HAECO). 

Not all conglomerates are equal. Seton 
Lor, a regional fund manager at NatWest, 
is steering clear of Citic Pacific. "It is still 
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growing by acquisition. It may come to 
the market for cash," he notes. 

Meanwhile, Hong Kong's mercurial 
markets led HSBC's Muirhead to rearrange 
his portfolio. He is buying shares in the 
Jardine group on the bet that the govern- 
ment will support the shares when they 
list in Singapore in December. “Hong- 
kong Land Holdings and Jardine Mathe- 
son Holdings have been disasters but we 
are confident of the stock price perform- 
ance in Singapore,” he says. “They will 
want to demonstrate that stocks go up in 
Singapore.” 

Nothing was more volatile in the quar- 
ter than China plays. Those which had 
the misfortune to debut in early July, such 
as Tianjin Bohai Chemical, immediately 
dropped 20% below issue price. But when 
the turnaround came later that month, 
stocks moved quickly on heavy 
volumes. “We thought China 
issues were oversold but we 
never expected a turnaround 
so quickly.” notes Ho of Aetna, 
who now holds Yizheng 
Chemical Fibre and Dongfang 
Electrical. 

Others are also re-examin- 
ing China shares. But all are 
wary. “You have to look at the 
quality of the business,” cau- 
tions Robin How, a director at 
NatWest, who says investors 
should focus on whether the 
‚ company’s business is in a pri- 
ority sector and what the im- 
pact of China’s austerity pro- 
gramme is on the firm. Other 
questions: What is their con- 
trol of receivables like? What 
is cash flow like? How’s cur- 
rent favourite is also Yizheng 
Chemical Fibre. 

No market proved as much 
of a letdown as Tokyo, how- 
ever, where the market is now 
trading at about 19,650. “Japan 
was a disaster,” says Hugh 
Simon, head of East Asia 
Hamon. “Everyone expected 
the Nikkei to break 21,000. All 
the high fliers came off.” 

Simon Fraser, an invest- 
ment director at Fidelity In- 
vestment Services, notes that in 
some ways the pattern was 
similar to that of last year. 
“You had improved sentiment 
and a strong performance at 
the beginning of the year and 
then a huge issue in the fall,” 
he explains, referring to the 
listing last year of rail company 
JR East and this fall’s listings 
of Japan Tobacco and Japan 
Telecom. “But the difference is 
that the underlying economy 
is definitely not imploding; the 
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NICAM Philippines Fund 
Manila Fund (Cayman) Ltd. 
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New Taipei Fund 97.33 | Turkish Investment Fund -36.58 


Top 10-5 years 
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Templeton Emerging Markets IT 
Aetna Asia Trust 


Templeton Emerging Markets Inc. 308.88 | Korea Small Companies -28.30 
Emerging Mkts Growth Fund 278.98 
MBf Indonesian Growth -73.10 
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background is improving. There are more 
earnings surprises on the positive side.” 
Given his faith in a recovery in corpo- 
rate earnings, Fraser is adjusting his port- 
folio and betting more heavily on recov- 
ery plays. “We have taken a lot of profits 
on the exporters like Sony,” he observes. 
“I started to shift to economically sensi- 
tive shares a year ago. For my bigger port- 
folios, I now own a lot of steel and chemi- 
cal companies which are geared to do- 
mestic recovery and whose earnings have 
been depressed. The steels have been the 
best performers by far in the year to date.” 
Indeed, they were the only sector that not 
only outperformed the market, but man- 
aged to stay in positive territory. Fraser's 
top choices include Sumitomo Metal In- 
dustries, which rose almost 20% in the 
quarter, as well as Sumitomo Chemical 


As the Markets Turn 


Brazil funds dominate the list of recent winners 


in emerging markets. For the past 5 years, 
Asia has provided more winners and losers 


Top 10-3 months 


Brazilian Investment Fund Inc. 
Brazilian Equity Fund 
Emerald Equity 
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Creditanstalt Central Europe 


E E | Botton 10-12 months 





163.11 
11753 
11259 
11033 


105.00 | Alliance World Dir Govt Inc. 


107.51 | Republic Latin Am Venezuela 15.54 
107.17 | Turkey Trust -16.73 


and Mitsubishi Gas Chemical. 

Some of the worst performers, by con- 
trast, have been earlier stars of the con- 
sumer-spending theme such as discount 
retailer Aoyama Trading. One of Fraser's 
few holds in the sector, however, is Ol- 
ympic Corp., which sources 70-80% of its 
merchandise abroad. Now Fraser says he 
is considering moving back into export- 
ers such as Toshiba, whose sales of laptop 
computers are picking up in Europe and 
the United States. "Any weakness is an 
opportunity," he advises. "But whether 
to buy today or next month, I’m not cer- 
tain." 

Fund managers whose brief encom- 
passes all of Asia could console them- 
selves for dismal performance in Japan 
by looking at Thailand, which performed 
far better than expected. Those who held 
banks, such as NatWest's Lor, 
(who had one-half of his Thai 
exposure in Thai Farmers 
Bank, Bangkok Bank and 
Siam Commercial Bank), did 
extremely well. 

Thai Farmers Bank was up 
44% for the quarter and 190% 
for the year. "It is still my No. 
1 recommendation, my top 
pick," says Ray Jovanovich, a 
director at Indosuez Asset 
Management Asia. Jovanovich 
expects earnings growth for 
the banks (up 40% in the first 
half) to continue for the rest of 
the year. 

Finance companies, a proxy 
for a strong stockmarket and 
beneficiaries of strong capital- 
market activities, did even bet- 
ter; Phatra Thanakit was up 
138% for the year while over 
the past 12 months, Dhana 
Siam rose almost 200%. Lor 
also holds Finance One. 

Robert Hegt of HSBC As- 
set Management also recom- 
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mends Thai electronics com- 
panies, such as Alphatec and 
KCE. "Alphatech is hugely un- 
dervalued compared to its ' 
earnings growth," he notes. He 
also likes the company's qual- 
ity and its customer list, which 
includes Philips Electronics of 
the Netherlands and South 
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companies in Thailand, he 
counsels, “look at earnings.” 
For city states like Hong Kong 
and Singapore, where land is 
scarce, he adds, “performance 
is net asset value-driven.” 
Neighbouring Malaysia — 
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one of the best-performing markets 
last year — also held up well, 
although it remains a fairly contro- 
versial market. Those who over- 
weight Malaysia had much to smile 
about, especially for the minority 
of fund managers who were brave 
enough and astute enough to ven- 
ture into the second-tier blue chips. 
But even those who confined them- 
selves to the banks, such as Ma- 
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for the period. He also likes Korea 
Electric Power, Goldstar and Ko- 
rean Air, which he says was the 
cheapest airline stock in Asia in 
1993 and one of the best perform- 
ers last month. 

The problem now is that Korea 
has become expensive, especially 
for the blue chips. While Korea 
Mobile Telecom still is reasonable, 
says Ching Ju Yeh, а fund manager 
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Philippines equities 


at HSBC, it is much more expensive 





gaming industry’s Genting; and 


now than it was a year ago. 





property companies, notably Land 
& General, had a good quarter. 


Taiwan also continued to be a 
rewarding play on global recovery, 





“Our biggest bet was Malaysia,” 


up 20% for the quarter. A share 





says Muirhead of HSBC. "We saw 


scandal gave prices a shock in early 





the earnings growth and corporate 


October, but fund managers remain 
confident. With an election in De- 





profits and said, 165 run with the 
market." United Engineers (Malay- 
sia), one of Muirhead's favourites, 
was up 41% for the quarter. Now 


cember, “The KMT will support the 








index," Yeh says of the country's 








ruling party. "You may see the in- 





Muirhead is looking around for sec- 
ond-line companies which may be 


dex at 7,100 by December." 
HSBC's fund managers hold a lot 











beneficiaries of a strong property 
market, such as Kim Hin, a tile 


of manufacturing shares, although 
Yeh has been taking some profits 





maker, and underperformers such 





in Acer and United Microelectron- 





as property company IGB and 


ics. At the same time, she has been 





builder IJM. 
But whether Malaysia will re- 





ward loyal investors next quarter 
remains to be seen. "Valuations are 
being stretched even though the 
liquidity is good," notes NatWest's 
How. "It may be time to sell on the 
good news." Adds Ho of Aetna: 
^Never be too greedy in KL." 

In Indonesia, market sentiment 
during the third quarter was decid- 
edly more mixed. "It is our least- 











building up her position in Presi- 
dent Enterprises and China Steel, 
whose earnings growth has been 
better than expected. Says Yeh of 
the island's huge steel maker: “It is 
a cost-effective producer of high- 
end steel. It has the best profitabil- 
ity in the industry." 

Finally, for the faint of heart, 
there is always Singapore, the safe 
haven for portfolio managers who 
would have preferred the dog days 








favourite market," says NatWest's 


of summer. "When other markets 





Quinn. "There could be a bounce 
before Indosat lists and if there is a 
rally, we will use it to cut back." 


get ahead of themselves, go to Sin- 
gapore," counsels NatWest's Quinn, 





who anticipates that the currency 
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will remain strong and continue to 





Asia, Jovanovich is confident that 
Indosat will bring money into the 
Jakarta bourse. He likes the banks, 
including Bank Niaga, with whom Banque 
Indosuez has business ties, and Panin 
Bank. He also predicts a rise in cement 
prices and is hanging on to Semen 
Cibinong and Semen Gresik. 

Those who bought the clove cigarette 
makers were especially content; com- 
panies like Gudang Garam were up over 
40% for the quarter and Sampoerna was 
up 95% for the year to date. Hegt of HSBC 
is taking the concept one step further by 
holding Trias Sentosa, a packaging com- 
pany, with Gudang Garam as one of its 
principal customers. 

For those who aren't put off by how 
expensive the Philippine market has be- 
come, the consensus choice seems to be 
Philippine Long Distance Telephone 
(PLDT), which has underperformed the 
local index over the past year. And, after 
a sharp run-up, the index has corrected 
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in recent weeks, whetting fund manag- 
ers’ appetites. "Now it is coming back into 
à buying range," NatWest's Quinn says. 
" And we are looking for an earnings gain 
of 25% this year and next." 

As for South Korea and Taiwan, the 
verdict is positive that the stockmarkets 
will continue to rise. "My biggest mistake 
was not moving more aggressively ear- 
lier in the second quarter into Korea," says 
How, also of NatWest. Now, he and other 
fund managers are moving into quality 
shares because they predict ^when they 
increase the limits on foreign ownership, 
quality stocks will get the biggest kick." 
South Korea will increase limits on for- 
eign ownership of stocks to 12% from 10% 
on December 1. 

How's portfolio includes Pohang Iron 
& Steel, up 30% in the third quarter, and 
Samsung Electronics, which was up 45% 
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appreciate. 

The drawback with that market, 
though, is that the stock exchange 
doesn't reflect the strength of the economy, 
which is built on the operations of local 
subsidiaries of powerful multinationals 
listed elsewhere, notes HSBC's Muirhead. 

At Aetna, Ho is buying the smaller 
banks, including Overseas Union Bank 
and United Overseas Bank. He is also 
veering away from the shipbuilders. 
Many fund managers continue to over- 
weight Singapore property companies, 
particularly in the commercial sector, such 
as Straits Steamship Land. These com- 
panies are beneficiaries of increasing rents 
and capital values and, to a lesser extent, 
capital flight from Indonesia. 

While Singapore is expensive at 20 
times 1994 earnings, that ratio may not 
be all that expensive if neighbouring mar- 
kets collapse. Safe havens may be expen- 
sive but not as expensive as overbought 
markets elsewhere. ш 
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How The Experts See It 


Bearish on Hong Kong and divided elsewhere 


markets and fears are growing about whether liquidity alone can sustain Asian 


I t's time for investors to roll up their sleeves. The spectre of inflation haunts the 


equities. Careful stock picking is the order of the day. The REVIEW's experts find 
little to like in Hong Kong but are otherwise pursuing fairly divergent paths. 
Enthusiasms range from gold bullion to small companies on the subcontinent. 


Our panel comprises: 


> Diahann Brown, senior fund manager at Thornton Management (Asia). 

> William К. Ebsworth, chief investment officer at Fidelity Investments. 

> Peter D. Everington, managing director at Regent Fund Management. 

> William S. Kaye, managing partner at Asian Hedge Fund. 

> Patrick Shum, director, Barclays de Zoete Wedd Investment Management. 
P Elizabeth Tran, chief investment director for Asia at IDS Fund Management. 


Review: How do you view the coming 
quarter? 

Kaye: We don't see any value almost 
anywhere in Asia, with a couple of 
exceptions. Eventually, I would assume 
the catalyst for some kind of correction 
would be what's happening to bond yields. 

Right now, we have Australian 10-year 
bonds yielding just under 10.5%, New 
Zealand bonds yielding just under 9.5%, 
United States 10-year bonds yielding 
7.77%. That's a far cry from where we 
were a year ago. That's a far cry in many 
respects from where we were six months 
ago. And yet equity markets have not ad- 
equately assimilated this. 

Everington: Like Bill, I am also cau- 
tious about the U.S., which has an infla- 
tion problem. I don't think it's a consumer 
price inflation problem. I think that the 
inflation problem in the world and in the 
U.S. in particular is more a capital infla- 
tion problem and excess flows into mu- 
tual funds are evidence of that. If you like, 
the inflation in the financial markets is the 
problem. We have to admit that Asia is 
ferociously expensive and it is really cash 
flow that is driving it. Chasing that liquid- 
ity boom can be a nasty experience. I don't 
think there is going to be a crash, but if the 
long bond goes through 8%, that will be a 
psychological trigger for equities. 

Ebsworth: In Southeast Asia, a couple 
of trends jump out at us. With few excep- 
tions, earnings growth is generally decel- 
erating, and inflation is picking up. Wit- 
ness the sharp jump throughout Asia in 
reported August inflation. This could sig- 
nal further upward pressure on interest 
rates, and further consolidation in stock- 
markets as a whole. Don't get me wrong: 
lots of individual stocks represent great 
value now, having corrected 30-40% off 
their 1993 peaks. And at least one in 10 of 
the initial public offerings (IPOs) coming 
to the market look interesting. It's just get- 
ting harder to find bargains than it was 
last year, and the environment is not as 
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Cambridge University, joined _ 
Thornton Management (Asia) in 
1992. She previously worked for five 
years at Robert Fleming. Her main 
fund responsibilities include 
Thornton's Tiger and Taiwan funds. 


conducive to a major bull move for the 
markets as a whole. 

Tran: Inflation is a persistent problem 
for the region ex-Japan. That's not sur- 
prising given full employment, the link 
with the U.S. dollar and other bottlenecks. 
The official numbers always understate 
inflationary pressures. This year we have 
a problem with food prices, which are a 
major component of consumer price 
indexes. I don't believe we will have long- 
term relief, however, given the demand 
pressures from population growth, a stabi- 
lisation in agricultural yields and rising 
incomes in China, India and Indonesia. 

Review: So where are you going to be 
most overweight in the next three months 
and which places will you avoid? What is 
your strategy? 
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Shum: 1 am fully invested. 

Review: Which market is your biggest 
bet? 

Shum: The Asean market. We took some 
profit in Malaysia, but we would not hesi- 
tate to buy back into it. We are over- 
weighting Thailand, although the market 
is also a bit overheated. We also are over- 
weight in Indonesia. We are neutral in the 
Philippines, because most of the good news 
about the economy should be in the prices. 
We are underweighting Hong Kong due 
to the overheating of the property market 
and economic problems in China. 

Review: Bill, you're looking for where 
everyone is getting it wrong, the market 
inefficiencies. What is your strategy? 

Kaye: We're net short right now 
equities around Asia. The only place where 
we are reasonably excited is mid-cap to 
smaller companies in India that appear to 
be growing at 30% and are trading at mul- 
tiples of 10 and below. These stocks meet 
our criteria. We own a portfolio. 

We own some stuff in Korea and Korea 
has done extremely well this year. We are 
beginning to pare back. Our biggest posi- 
tion has been in Hanjin Shipping, which 
technically was in the equivalent of bank- 
ruptcy a couple of years ago and is now 
going great guns. 

We are negative about Hong Kong and 
the public markets in China. In Thailand, 
we are essentially neutral. In Malaysia, 
again we are somewhat neutral. We are 
very bearish on the Philippines. The real 
economic picture looks good but valua- 
tion levels are insane. 

Brown: Our main focus is away from 
Hong Kong because of the situation in 
China and concerns about interest rates, 
and more towards Asean and Taiwan. 
Within Asean, we have been cutting our 
Malaysian position because the market had 
a very good run. I am bullish on Singapore 
but not to the extent of doubling the 
weighting because, at the end of the day, 
the market is typically quite boring. Indo- 
nesia looks okay, although it is suffering a 
bit from cash calls. We are still quite bull- 
ish on the Philippines. Thailand is one of 
our favourite markets. In Taiwan, І am a 
believer in the year-end rally. I am also 
very positive on Korea. 

Tran: We are taking some profits in 
Southeast Asia, which we intend to de- 
ploy on the Japanese market. We sold Ja- 
pan in early July and think that the mar- 
ket has become attractive again after its 
recent falls. We are still very cautious in 
Hong Kong but we like Indonesia. In Sin- 
gapore, we have been concentrated in the 
property sector. In Malaysia, we hold 
banks and property companies. 

Ebsworth: We are generally overweight 
in our global portfolios in Southeast Asia, 
but we have trimmed modestly to find 
more compelling stock-picking opportu- 
nities elsewhere. Within Asia, we're find- 
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ing some value in India. Prices of Global 
Depositary Receipts in particular have 
been hit by a flood of new issues coming 
in the next three months and we're being 
extremely selective, focusing only on IPOs 
with top-quality managements, like East 
India (Oberoi) Hotels. The secondary mar- 
ket has been even more volatile than usual, 
but we like some basic industrial stocks 
like Cidalco, Indian Aluminium, Reli- 
ance Industries and S.R. Gujarat, which 
are all interesting at the right price. 

We also find lots of stock-picking 
opportunities in Taiwan and Japan. It's 
hard to make money in Japan's stockmar- 
ket from May to November, but Japan is 
the only country in the region with both 
loose monetary and fiscal policy — a great 
environment for stock picking over the 
next year. Our people find tremendous 
value in Korea. 

Everington: I think commodity prices 
will continue to rise gently because I don't 
think the U.S. has even begun to tackle the 
inflation problem. So I have a 20% posi- 
tion in gold, directly in bullion. Keeping 
with our concerns about inflation, I'm bull- 
ish on commodity-related stocks. So in 
Australia, I have a few of the main-line 
resource stocks, such as CRA, GMK. 

We are 25% long in Korea, 25% long in 
Taiwan, short 30% in Hong Kong, and 
short in Malaysia. We have almost noth- 
ing in the rest of Asia, except in the sub- 
continent, where we have a 15% mix of 
Pakistan, Sri Lanka and Bangladesh. 

Review: Is anybody else buying com- 
modity stocks? 

Kaye: We own some industrial com- 
modities and we own some base metals 
outright. We are short to varying degrees 
the most overpriced companies engaged 
in the extraction of those metals in Aus- 
tralia. 

I look at the extracting companies in 





Australialike warrants on the underlying 
base metals and industrial commodities. 
On this basis, Western Mining, even based 
on very bullish forecasts, is trading on 14 
times 1998 earnings. Excuse me, why 
would I want to own that? We are also 
short Hong Kong banks. We don't under- 
stand why Hang Seng Bank and Bank of 
East Asia sell at a 40-50% premium to 
banks in Australia and New Zealand. 

Review: How about the overall Hong 
Kong market? 

Tran: Ratings have not discounted the 
possibility of instability after Deng 
Xiaoping and seem to assume that 1997 is 
a non-event. Hong Kong can only justify 
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its premium to China on the basis of its 
superior legal and social infrastructure — 
and both are threatened by 1997. We still 
think that you will make more money in 
other markets with less risk. 

Review: And property stocks? 

Ebsworth: If you look at net usable 
space, luxury flats are selling for over 
US$1,300 a square foot. More importantly, 
middle-market flats are nearly US$900 a 
square foot. This prices homes out of the 
reach of most legitimate buyers and into 
the hands of speculators, funded in no 
small part by mainland flight capital. Simi- 
larly, at US$140 a square foot a year, cen- 
tral business district office rents here com- 
mand a huge, and we believe unsustain- 
able, premium to places like Singapore, 
Taipei, Kuala Lumpur, and even Tokyo. 

Kaye: What's key is when all these in- 
vestment-banking firms that think the right 
strategy is to throw alot of people at China 
because it's the greatest story around be- 
gin to rethink and say, "Wait a minute, we 
are losing a fortune in Hong Kong." They 
will begin to bring their people back home. 
That's the catalyst for causing the demand, 
particularly in the luxury residential and 
Grade A office areas, to just disappear. I 
expect this trend to be in evidence by the 
first quarter of 1995. 

Shum: I'm not too worried about prop- 
erty prices. There is so much vested inter- 
est that people should be able to keep 
prices intact for some period, maybe two 
years. What I am worried about is vol- 
ume. The developers will hold down the 
supply of properties. The price will be kept 
up artificially, but the developers will be 
reporting less earnings in 1995 and 1996. 

Brown: Don't you think volume will 
only go up if prices come down? 

Shum: If property prices come down, 
more and more people will go to the side- 
lines. 
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Tran: We don't have any property de- 
velopers. 

Brown: We've sold our property stocks. 
The only developer we hold at the mo- 
ment is Cheung Kong (Holdings). 

Kaye:Shorting developers represents a 
very difficult choice for us. There are com- 
panies like Cheung Kong that are exposed 
to the mass residential property sector, 
but they are also engaged in a number of 
very promising things in places like Chi- 
na. You are betting against a good man- 
agement, which we don't like to do. On 
the other hand, you can short Sino Land 
even at a 50% discount to net assets be- 
cause you are betting against an inferior 
management pursuing flawed strategies. 

Review: What are you holding in Hong 
Kong? 

Tran: Hutchison Whampoa, Swire Pa- 
cific and Hongkong Electric. I think Jar- 
dine Matheson should be picked up as 
the index funds offload their shares. 

Brown: We are still very much focused 
on the conglomerates: Hutchison Wham- 
poa, Wharf Holdings, Citic Pacific. We 
have reduced Guangdong Investments. I 
like what they are doing, but I think the 
valuations are very inflated. Apart from 
that, we are holding Consolidated Elec- 
tric Power Asia (CEPA), China Light & 
Power, Hongkong Electric, Hongkong & 
Shanghai Bank and Guoco Group. Our 
favourite H share is Yizheng Chemical 
Fibre, which is quite cheap. In general, 
however, the H-share position has been 
more à trading position than a fundamen- 
tal one. 

Kaye: We're short the H shares. Our 
confidence is bolstered by the fact that the 
Japanese seem to be the principal buyers. 
Valuation levels for many of these H shares 
is simply ridiculous. I don't see how China 
can continue to tolerate 27% urban infla- 
tion. The austerity program has been a 
failure. My guess is the authorities will 
crack down harder and the implications 
will be felt not only in China but in H 
shares in Hong Kong. 

Brown: I find the only people who have 
great enthusiasm for the China concept 
are Americans. 

Ebsworth: We're still cautious about 
China, but its problems certainly aren't 
fresh news. Among the flood of new is- 
sues, you'll find some quality IPOs, like 
Huaneng Power International. 

Review: Bill, what are your other shorts 
in Asia? 

Kaye: Almost any telecommunications 
stock in Asia is a reasonable candidate. 
We've been short Hongkong Telecom. 
We've been short TelecomAsia. Almost 
everything Telecom listed in Thailand is 
grossly overpriced. Several of them have 
huge market caps but virtually no exist- 
ing business. We're short Singapore 
Telecom. Just about everyone who knows 
the story there is short Singapore Telecom. 
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Telecommunications companies through- 
out Southeast Asia are overvalued. 

Ebsworth: A few of our fund manag- 
ers bought some Pakistan Telecom, but it 
must rank as one of the most poorly man- 
aged IPOs of the decade, and I think it 
soured investors on Pakistan. 

Kaye: We really don't know what Pa- 
kistan Telecom's earnings are. Everyone 
is taking Jardine Fleming's estimate of 
what they are, and I suspect JF has no real 
idea. 

Review: Okay, let's move to Japan. 

Kaye: My guess is that if they are going 
to have an economic recovery and not a 
rhetorical recovery — and they have had 
a rhetorical recovery for the last four years 
— there is going to have to be a catalyst. 
And I think the catalyst will be greatly 
accelerated domestic deregulation. 
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If they do speed up, the winners will 
be the people. Prices will go down and 
U.S. exports into Japan will fly in the win- 
dow. I think the yen could go to Y130 to 
the U.S. dollar. Under that scenario, I think 
the bond market and the equity market 
would collapse, since they would no longer 
be supported by the monstrous current 
account surplus or an accommodative 
Bank of Japan. 

Review: This is in the next 12 months? 

Kaye: I would give that a 50-50 chance. 
You would want to stay on top of it. 

Ebsworth: 1 agree with Bill on the di- 
rection of the Japanese economy, but I 
think the timing will stretch out into the 
next century. Japan's bureaucrats are past 
masters at slow-walking any sort of mean- 
ingful reform that would help consumers. 

Review: Does that mean you are not 
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very optimistic in the near term? 

Ebsworth: Quite the opposite. I think 
Bill's pessimistic on Japanese stocks and 
bonds because he is optimistic on the likely 
pace of reform. Among individual com- 
panies, there are lots of beneficiaries of 
reform, however glacial the pace. And it 
would be a mistake to discount the ability 
of Japan's corporate sector to slash costs 
in the face of a strong yen. If Bill's right 
about the yen weakening, or if unit vol- 
ume picks up even marginally, compa- 
nies in the steel, chemicals, papers and 
textiles sectors are positioned to positively 
print money next year. 

Everington: I believe the Japanese stock- 
market bottomed decisively in August 
1992 and the prognosis for Japan is very 
similar to the U.S. coming out of the 1987 
crash — except they will take twice as 
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long because everything in Japan is so 
sticky. I think Japan is in a bull market 
that will run five or six years and will 
eventually recover to its old high in Nikkei 
index terms. 

Review: What are you buying? 

Everington: When I’m moving bigger 
amounts of money I tend to concentrate 
on the index itself or sectors of the market. 
We have been playing export-related 
stocks. 

Review: Elizabeth, you've gotten Japan 
right a number of times over the last cou- 
ple of months. 

Tran: We had a market position in the 
banking sector up to June 1993, then we 
sold out. We are re-entering it because 
they will take measures to allow them to 
address their bad loans. Another sector 
we like in Japan is machine tools because 
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it is benefiting not just from an upturn in 
the economy but from very strong export 
sales to Southeast Asia. We like Fuji 
Machine and Fanuc. As for the other 
Japanese sectors, we like cement because 
the industry is emerging from a price war. 
There are material shortages in Japan in 
sectors like cement and steel. We also like 
the trading sector, companies such as 
Itochu. They are beneficiaries of deregu- 
lation, and are holding resources. 

Review: In Northeast Asia, it seems that 
many of you like Korea. 

Brown: We have been very positive on 
Korea. We are still marginally overweight. 
My main problem is trying to find stocks 
to buy because a lot of them are up to their 
foreign limit. 

Everington: | have been in Korea all 
year. Korea has done well, very well, but 
in some respects it's been disappointing 
because it can be a difficult market to deal 
with in terms of individual stocks. The 
market itself is very schizophrenic because 
you have stocks like Samsung Electron- 
ics, which have gone up four fold in the 
last year. As for individual companies, I 
like Sammi Steel, which has been a com- 
plete dog and on the verge of bankruptcy 
for ages. But from what I can see the great 
problems have been with the debt they 
took on to acquire some businesses in 
North America. And some contacts of 
mine in the metals business in Canada are 
telling me that Sammi Steel's Canadian 
subsidiary is now settling its debts and 
payables very aggressively 

Review: How about Taiwan? 

Everington: I like the market for macro 
reasons; again it is a difficult market to 
buy. I like in particular the domestically 
listed investment trusts, which were sell- 
ing recently as high as a 28% or 29% dis- 
count to their net asset value. Those dis- 
counts have been coming down a little in 
the last few weeks to 24%. 

Ebsworth: In Taiwan, we like basic in- 
dustrial companies that are benefiting in- 
directly from the strong yen. Others, like 
computer maker First International, are 
benfiting directly. First International re- 
cently won unprecedented orders to sup- 
ply NEC with notebook computers at a frac- 
tion of NEC's cost to buy domestically pro- 
duced models. 

Brown: I am a believer in the year-end 
rally, which might happen in December. 
If you look at the chart of the Taiwan in- 
dex, once a year the finance sector outper- 
forms significantly by a margin of 40-50% 
for about four weeks. 

Review: Are people putting more 
money into Singapore? 

Brown: I до think the commercial prop- 
erty sector is in the early stages of a recov- 
ery that could go on three or four years. A 
year ago, a lot of property companies we 
went to see were quite cautious about take- 
up. A year later, the take-up rate has been 


50 


much higher than expected. It's kind of a 
marginal movement of people to Singa- 
pore rather than a wholesale dramatic ad- 
vance. But just about all the brokers I met 
in Singapore wanted to take up more 
space. A lot of people are setting up to do 
research on the subcontinent and it makes 
sense for them to be there. 

Ebsworth: One of the best ways to in- 
vest in Singapore's growth is through the 
well managed medium-sized banks like 
Overseas Union Bank and United Over- 
seas Bank. There are also trading oppor- 
tunities in emerging manufacturing stocks 
like Creative Technology. 

Tran: Our holdings have been concen- 
trated in the property sector. The stocks 
have appreciated so much that you should 
wait for weak days and hopefully pick 
them up 5-10% cheaper. Keppel is attrac- 
tive. 





Hong Kong-born Patrick Shum 
studied in the U.S. He came back 
to his roots in 1984, working first 
for Fidelity and, since 1990, with 
Barclays de Zoete Wedd. 


Kaye: I don't see tremendous value in 
Singapore. We own some things; we are 
also short some things. Our biggest expo- 
sure is Singapore Press Holdings, which 
is the local newspaper monopoly. We wish 
they would do something with their cash, 
but like everyone else in Singapore they 
don't think like us. However, the return 
on equity to their basic business is just 
enormous. They have a cartel. It's a won- 
derful business franchise. 

Review: And in Malaysia? 

Kaye: There again it is a capital-flow 
argument. Elections haven't been held yet, 
so it is strictly in the interest of the govern- 
ment to maintain good liquidity condi- 
tions. I think that says it all, because 
valuations are uncompelling. 

Brown: Valuations at this level we don't 
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find particularly attractive; in fact we find 
blue chips quite expensive. I still think 
there are opportunities to make money 
because having been in Malaysia just last 
week the amount of corporate activity is 
just phenomenal. I think there are two ar- 
eas that will do quite well the next two or 
three years: mass residential property and 
financial services. 

What you are seeing is a government 
strategy to have two or three big financial 
supermarkets as they call them. I like the 
Hong Leong group and the Arab-Malay- 
sian group. On the property side, I like 
Land & General and Lam Soon Huat. 

Tran: The cheapest stock in the prop- 
erty sector is Daiman Development. Land 
& General we still like fundamentally, but 
is only a buy at lower levels. I think you 
should hold some of the infrastructure 
companies. We have Renong and United 





Peter Everington is managing 
director of Regent Fund 
Management. He worked with GT 
Management before moving to Hong 
Kong to establish the Asian 
operations of Thornton Management 
in 1984. He joined Regent in 1992. 


Engineers (Malaysia). Neither offers com- 
pelling value, but they are well-connected 
politically. The market does look pricey, 
though. 

Review: Is the Philippines overvalued? 

Kaye: I would think so. 

Ebsworth: I would second that. 

Kaye: Ramos seems to be headed in the 
right direction. But it is probably one of 
the most expensive markets in Asia. The 
way to make money in the Philippines is 
on the direct investment side. The thing 
that concerns me about public markets in 
Asia is the discrepancy between what you 
pay for good businesses privately, as op- 
posed to going through the public win- 
dow. The difference is so great that at some 
point there has to be a reconciliation. 

Review: Is there any value? 
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Shum: The economic recovery is prob- 
ably in the price. But we are doing some 
switching in the Philippines. We have seen 
an interesting thing happen in Asian mar- 
kets because of the proposed changes in 
the indexes. Benchmarking is becoming 
more important in Asia; it's not just a phe- 
nomena in the U.S. 

Like in the Philippines, they changed 
the index, causing substantial weakness 
to PLDT or stocks like Philippine Na- 
tional Bank and to the benefit of stocks 
like Petron, SM Prime and Benpres. Also 
in Hong Kong, because of the delistings 
and the change of the index, we have seen 
wild fluctuations in all the stocks involved. 
Thailand is going to be another market 
affected because starting in early Novem- 
ber the Financial Times Index is going to 
include Thailand. 

Brown: We're still quite bullish on the 
Philippines. The index might be unrepre- 
sentative but we think Filinvest, a prop- 
erty developer, and Metrobank, trading 
on 1995 PE multiples of 17 times and 18.4 
times, should perform well. 

Review: Let's talk about Indonesia. Is 
everyone going to sell everything to buy 
Indosat? ' 

Kaye: I'm not sure Indosat is cheap. 
You have an identical competitor in 
Satelindo. 

Brown: The issue of the Indosat listing 


has been around for quite a while and 
people in general have been raising a bit 
of cash for this issue. I think quite a bit af 
that cash raising has already been done. 

Ebsworth: We focus on stock picking. 
The consumer sector continues to hold our 
interest — companies like P.T. Astra, 
Indofood, Tempo Scan and Sampoerna. 
The property sector as a whole will be hit 
by rising interest rates, but we like resi- 
dential developer Dharmala Intiland. 
Within the building-materials sector, 
Indocement and Semen Gresik will con- 
tinue to benefit from the cement shortage. 

Tran: We like Indonesia because the 
selling to fund Indosat has thrown up buy- 
ing opportunities. In spite of the long-term 
uncertainties, Indosat should do well; the 
problem will be oversubscription. We still 
like Enseval and Tempo Scan, although 
they have performed well. Astra is attrac- 
tive, but the foreign premium is too high. 

Shum: І am holding on to my holdings 
in the consumer sector. Stocks like Tempo 
Scan, Enseval and Indofood did so well. 
Even after the recent gains, there are still 
considerable upsides in these stocks. We 
shall continue to have an overweight po- 
sition in Indonesia although some people 
may have questions about the cash calls 
coming there. Regarding the IPOs, we like 
Aneka Kimia Ryia, Darya Varia Labo- 
ratoria and Indosat. 


Review: Will Thailand head higher? 

Shum: Liquidity is good enough to 
bring another 10% upside toward the end 
of the year. We still have construction. We 
have Siam Cement. We are sticking with 
banks. 

Review: Does it matter which bank? 

Shum: We have such an overweight in 
Thailand we have to buy everything. There 
are a lot of good shares in Thailand that 
are totally ignored because of liquidity. 
One of them is International Cosmetics. 

Tran: 165 a very attractive stock, but 
very illiquid. 

Ebsworth: Our analysts continue to like 
cement producers like Siam Cement and 
Siam City Cement. Within an otherwise 
overpriced telecoms sector, they also see 
value in Advanced Information Services 
and United Communications. 

Our team also continues to hold se- 
lected major banks. They've reported sur- 
prisingly strong profit growth this year, 
even after deferring some earnings in fu- 
ture years by over-provisioning for Баа 
loans. 

Brown: We were relatively overweight 
in Thailand, but about a month ago after 
the market had a good run, we trimmed 
back. Thailand is quite a volatile market. 

Kaye: Valuations tend to be fair in the 
banking sector and modestly or extremely 
overvalued for most other stocks. т 
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In one minute, you're at the harbour's edge. The 
Star Ferry is five minutes' walk. Dining. Shopping. 
The lights. The sights. It's all just steps away. 


CLOSE ENCOUNTERS WITH HONG KONG 
BEGIN AT THE NEW WORLD HOTEL 
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At the New World Hotel. 


In Hong Kong, for the places you want to be, the 
place to be is in the heart of Tsimshatsui. Kowloon. 
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A New World of Hospitality 


OTELS NEW WORLD HOTEL: 22 SALISBURY ROAD, TSIMSHATSUI, KOWLOON, HONG KONG TEL: (852) 369 4111 FAX: (852) 369 9387 
RESERVATIONS: UTELL INTERNATIONAL: TOKYO (81 3) 5561 9353, OSAKA (81 6) 282 9311, KOREA (82 2) 512 0400, SINGAPORE (65) 223 9955, TAIWAN 
(886 2) 775 5246; STERLING INTERNATIONAL: JAPAN Toll Free 0120 266 500 











Allocating Assets 


Three fund managers update their portfolios 


e have asked three Hong Kong 

) ү fund managers to update the port- 

folios they proposed three months 

ago. As before, they are making their rec- 

ommendations for two imaginary inves- 

tors, both based in Asia. Their portfolios 

are valued in U.S. dollars. 

This quarter, Margrit Williams of Jar- 

dine Fleming joins our panel. She succeeds 
Jennifer Hodgson, who retired. 





40. «Elisabeth Scott: The third quarter saw 
`. better performance from equity markets 
around the world, with the exception of 
the Nikkei, which showed a slight decline. 
` Bond markets fell as economies showed 


: signs of growth and inflation fears. 


While we have not changed our view 
that equities will outperform bonds over 
s the longer term, we have increased the 
“weighting in bonds for both investors. 
. Bond yields have increased over the past 
|; quarter, and with the gap between Hong 
Kong inflation and bond yields narrower 
than it has been for some time, the re- 
ward for holding bonds should be posi- 
tive. Over the next few months, we ex- 
pect interest rates to stabilise, and a sub- 
dued rate of inflation should lead to a 
rally in global bond markets. We continue 
to believe that both bonds and equities 
will outperform cash, so we have not 
raised cash for either investor. 

For the switch into bonds, cash has 
been raised from most equity markets. 
Running through our equity investments 
across the globe is the theme of upward 
earnings revisions in the more cyclical 
industrial sectors. This is evident in the 
northern markets of Asia, and in Europe 
and the U.S. Hong Kong is expected to 
remain in a trading range of 8,500 to 
10,000, and a decline in commercial prop- 
erty prices could lead to downward revi- 
sions of earnings estimates for property- 
related companies. Other Asian markets 
are preferred to Hong Kong. Indonesian 
companies will show strong earnings 
growth and the privatisation of the gov- 
ernment-owned telecoms company is 
likely to spark investors' interest in the 
market. The more cyclically exposed 
South Korean and Taiwanese markets are 
attractive, and we like stocks like China 
Petrochemical in Taiwan. 






For investment in Japan, Europe and 
the U.S., our focus remains on cyclical 
stocks. Economic growth is faster than had 
been expected at the beginning of the year. 
Basic industrial companies are raising 
prices and we like Kaneka (Japanese 
chemicals), St. Gobain (French building 
materials) and. Dow Chemical (U.S. 
chemicals). 
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Jardine 
Fleming 





Margrit Williams: This past quarter 
has continued to be dominated by the 
spectre of further U.S. interest-rate rises. 
We expect rates to rise further towards 
the end of the year, although the situation 
is now perceived to be more controlled. 

This background should calm the bond 
markets, which are establishing a base 
from which recovery can begin. Investors, 
however, should remain wary following 
the dramatic falls seen earlier this year, 
despite the good yields now becoming 
available. The next quarter should see 
better investment opportunities and we 
would consider moving back into bonds. 

General recovery continues as major 
economies move out of recession into 
earnings-driven growth. U.S. and Euro- 
pean corporate growth continues, 
although expectations of Japan’s recovery 
remain dampened by worries over the 
effects of the strong yen and ongoing U.S. 
trade negotiations. The Japanese stock- 
market is itself affected by the continued 
absence of domestic retail buying, while 
Europe and North America offer stable 
but unspectacular gains. 

We have reduced our Japan and Hong 
Kong weightings to levels reflecting our 
lack of optimism for the next quarter. 

For the time being, we turn to smaller 
markets of Southeast Asia for our 
"growth." They have generally rallied 
from lows at the beginning of the year, 
and we expect further strength towards 
year-end. There are also many new share 
issues, which should generate interest in 
those markets and provide economic 
stimulation, although we have some con- 
cerns over the effects of this large supply 
on markets' liquidity. Indonesia will be a 
high-profile beneficiary in the coming 
months and should join Thailand, Malay- 
sia and India in what we expect to be a 
continued end-of-year rally. 
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With concern. over. U:S. rates and the 
weakness of the currency remaining a fea- 
ture, the less-U.S.-exposed markets such 
as India, South Korea and Taiwan should 
continue to be worthwhile investments. 
Our portfolios contain a commitment to 
commodity exposure, to benefit from in- 
creased demand associated with global 
recovery. 


Value Partners 


V-Nee Yeh: In the last three months, 
portfolios for Investor A and B reversed 
earlier losses, with gains of 1.1% and 1.6%, 
Year-to-date performance is a loss of 0.7% 
and 1.3%. Since inception, the gains have 
been 64.1% and 63%. 

Our bond portfolio eked out marginal 
gains of 0.676 and 1.4%. Cash is fully 
drawn down to invest in Brazilian Brady 
bonds. With the principal guaranteed by 
the U.S. Government and still yielding 
13% to maturity, there is potential for sub- 
stantial price appreciation following the 
presidential election victory of Fernarido 
Cardoso. The perpetuals are sold and re- 
invested in U.S. dollar Venezuelan Debt 
Conversion Bonds (DCBs) at prices of 49% 
of face value, yielding 25% to maturity. 
The DCBs carry minimal interest-rate risk 
with an average life of seven to eight 
years. There is credit risk on Venezuela, 
but we judge default by this Opec nation 
as improbable. 

Unfortunately, the South African 
Escom bonds declined sharply upon a 
deterioration in inflation numbers. The 
price loss is offset by a currency gain in 
the financial rand. At yields to foreign 
investors of 21%, we believe a bottom has 
been reached. 

Hong Kong equities reported a static 
performance. Winton, Mandarin Orien- 
tal апа Winsor are sold, with proceeds 
reinvested equally into our existing hold- 
ings of QPL, IDT and Fountain Set. 
Though this shrinks the diversity of our 
selection, we are confident that these 
shares are very undervalued and repre- 
sent rare opportunities. All three are trad- 
ing at price-earnings ratios of four to five. 

South Korea is benefiting from portfo- 
lio shifts out of the Nikkei, so we main- 
tain our holding. Australia is represented 
by investment in long-dated 26-year Aus- 
tralian New South Wales zeros at 10.4% 
yields (price: 8% of face value). 

Our holdings in Vietnam, North Ko- 
rean and Cuban debt remain unchanged. 
Current prices are 18% and 20% of face 
value. Kim Il Sung's death may acceler- 
reintegration with the 
West, and Cuba’s prospects for a reversal 
of the U.S. embargo have heightened. In 
all, our portfolio composition may be eso- 
teric. But it's value-oriented. " 
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Investor A: a 30-year-old man, unmarried, earning the equivalent Investor B: a 45-year-old father of two, earning US$150,000 
of US$50,000 a year. He has net assets of US$250,000 and a pool a year, with net assets of US$1 million and pool of US$500,000 
of US$100,000 to invest. He is prepared to take fairly high risks to to invest. He prefers to avoid taking high risks to see his 





























achieve capital growth. capital grow. 
Numbers in brackets refer to weightings three months ago 
Sum 
96 
Investor A Investor B 
Cash Ü (0) Ü (0) 
Bonds 10 (0) 35 (25) 
o — a OT 
Equities 
North America 13 (15) 11 (12.5) 
Europe 9 (10) 8 (10) 
Japan 13 (15) 11 (12.5) 
é Hong Kong 20 (25) 10 (15) 
NEM pea is a graduate of ка Asean 
n and is now a mana ; 
ат Asia in Hong Kong. The Schroders South Korea /Taiwan 35 (35) (25) (25) 
Group manages portfolios of US$75 billion Australasia 
worldwide. — ا‎ 
| TOTAL 100 100 
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= Investor А ‘4 Investor B 
Cash 15 (20) 35 (40) 
Bonds 0 (0) 0 (0) 
Equities 
North America 7.5 (10) 10 (10) 
Europe 12.5 (10) 12.5 (10) 
Japan 10 (15) 7.5 (10) 
Hong Kong 7.9 (15) 5 (10) 
Margrit Williams, a graduate of London Asean 
Eton а odis lieder ig South Korea/Taiwan 47.5 (30) 30 (20) 
етт riae vestments partment pusalasia 
exceed US$23 billion. TOTAL 100 100 
жи 
Value Partners а " 
Investor A ? Investor B 
Cash 0 (7) 0 (5) 
Bonds * 25 (20) 50 (45) 
Equities 
North America* * 5 (5) 5 (5) 
Europe/Japan Ü (0) Ü (0) 
Hong Kong 35 (35) 25 (25) 
Asean* * * 8 (8) 5 (5) 
V-Nee Yeh is executive director of Value South Korea****/Taiwan 20 (20) 10 (10) 
очне Er or ne. rtg dep Australasia 7 (5) 5 (5) 
ree Ee MEE. Tm 0 00 
partner of Lazard Brothers Capital Markets in *Includes Venezuelan and Brazilian Brady bonds * * * ncludes Vietnam debt 
London upon returning to Hong Kong in 1990. * *Represented by Cuban debt *** *|ncludes North Korea debt 
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Nowhere but Up 


By Gary Silverman 


years. Per-capita income is scarcely 

more than US$200. The country is 
about the most crowded on earth, and the 
weather tends toward the cataclysmic. 

Ayaz Ebrahim of Indosuez Asset 
Management calls the place a screaming 
buy. 

Ebrahim is hardly impartial, since he's 
managing the world's first mutual fund 
dedicated solely to Bangladesh stocks. But 
the launching of the Indosuez Bangladesh 
Fund this year shows just how seriously 
the international investment community 
is taking Bangladesh. Life may not be 
pretty їп Bangladesh, but economic re- 
forms begun after the restoration of de- 
mocracy in 1991 have helped corporate 
profits grow — and foreign investors are 
taking notice. 

Since Prime Minister Khaleda Zia came 
to power in 1991 elections, prices on the 
Dhaka Stock Exchange have more than 
doubled. This year the key index has 
climbed nearly 30%, outpacing gains in 
India, Pakistan and Sri Lanka. What's 
more, investment analysts say Bangladesh 
still offers some of Asia's cheapest stocks. 
The currency, the taka, is fairly stable, and 
foreign investors face few restrictions — 
other than the difficulties of buying and 
selling big blocks of stock in small, out- 
of-the-way markets. 

"| am still slamming my phone down 
10 times before I get through," says 
Ebrahim, who is based in Hong Kong. 
"This is not paradise by any means. What 
we're saying is we're getting in at the 
ground level, and that's where the growth 
will come from. The government has 
introduced far-reaching reforms. We be- 
lieve these reforms cannot be turned back 
now." 

For foreign investors, Bangladesh is a 
new face but a familiar story. It has cut 
corporate taxes, eliminated many tariffs, 
and liberalised foreign exchange. Manu- 
facturing is replacing agriculture and 
farmers are becoming more efficient, pro- 
ducing nearly enough rice to feed the en- 
tire population of 114 million. 

Most foreign aid now goes for infra- 
structure rather than for immediate con- 
sumption (such as disaster relief), analysts 
say. Inflation last year was under 2%, and 
UBS Securities estimates GDP will expand 
4.5% this vear, 5.5% in 1995 and 676 in 
1996. "You will see some very good things 
happening there," says Mark Mobius, 
president of Templeton Emerging Mar- 
kets Fund. 


| ife expectancy їп Bangladesh is 55 


54 


Corporate profits are also heading 
higher. Ebrahim estimates per-share earn- 
ings of listed companies will jump 3576 in 
each of the next two years. That's in a 
market where companies are trading at 
current-year price-earnings multiples of 
eight or nine, says Niall Shiner, analyst at 
UBS Securities in Hong Kong. That com- 
pares with 18 in Pakistan, 20 in Sri Lanka 
and 30 in India. "If you had to pick one 
market to double, it would be Bangla- 
desh," he says. 

Bangladesh offers two basic investment 
themes. One is to ride the rise of low- 
wage manufacturing. More than half of 
export earnings — or US$12 billion — 
come from men's shirts and other ready- 
made garments. "There are a lot of textile 
plays," says Ebrahim. "We have been 
down this road before. As Thailand and 
Indonesia get more dev жю people will 
have to look for another place, and it'll be 

Bangladesh." 

The other strategy is to buy into com- 
panies catering to consumers at the mo- 
ment they become consumers, emerging 
from subsistence to buy their first tooth- 
brush, their first bottle of aspirin, a fac- 
tory-made shirt. Investment favourites 
among foreigners include outfits such as 
Beximco Pharmaceutical that serve this 
first-purchase market. ^The consumer 
base is very large," says Aditya Samant, 
economist at UBS Securities. "Twenty to 
30 million people can afford cycles and 
basic clothes." 

And the investment M ah don't end 


there, say analysts. “I think the cheapest 
stock in Asia is something called Eastern 


Housing," says Shiner. The company, 
which owns 2,500 acres of land for deve- 
lopment in and around Dhaka, trades at 
“less than one times earnings," he says. 
"This is ridiculous." 

The problem for foreign investors in 
Bangladesh is liquidity. Fund managers 
usually like to be able to unload large 
blocks of stock in a hurry, and that's 
difficult to do in Bangladesh. “It’s virtually 
impossible to get in and out,” says Will- 
iam Ebsworth, chief investment officer at 
Fidelity Investments. Market capitalisation 
is only US$800 million, and the 10 big- 
gest companies account for 60% of that. 
Average turnover has increased to about 
US$250,000 a day from US$10,000 a couple 
of years ago. But that makes it tough for 
someone like Ebrahim, who raised about 
US$23.5 million in July and is now trying 
to buy shares without sending stock prices 
sky-rocketing. 

Ebrahim is confident the market will 
grow more liquid. Market capitalisation 
equals just 3% of GDP, and he predicts 
the total will climb towards US$3 billion 
in the next two or three years. In the 
meantime, Ebrahim says he's targeting 
public offerings, some of which are still 
made at par. His closed-end fund is still 
trading at a slight discount to its net as- 
set value. 

Significantly, what's missing from ana- 
lysts' concerns are major worries about 
political, social and meterological risks. 
For UBS Securities’ Shiner, Bangladesh 
even has political advantages. When com- 
pared with its regional competition, it 


stands out, offering democracy and rela- 


tive racial homogeneity. “Bangladesh is 
the only country on the subcontinent 
where they are not murdering each other,” 
he notes. " 


The. К К offshore unit. 
trusts. or mutual funds are listed on. 
the next eight pages. The tables show 
the total percentage return — that is, | 

- the capital gain plus the dividend or- 
interest reinvested — achieved by the - 
funds over the past three months, 12 
months, three years and five years. — 
Two columns on the far right of 
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| higher the ratio, 
the tables indicate the risk involved in те 
holding individual funds. The first — 
shows their volatility against the © 
average performance of funds in their aj 








| абаа deviati on of. each fund ‹ ona. 
monthly basis. over a three-year . 
| period. 


The second, and final, column 
shows the reward (as measured by the 
average monthly return over the pre- 


` vious three years) of each fund rela- 


tive to the degree of volatility. The 
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S Average (total number) 578 (76) 2469 (72) 7702 (59) 68.19 (44) — 
MSCI Comb Far East Index. LI E 895... — 2858 | = 2009,88 m 7 
Far East Equities (excluding Japan) ) 
Past three months Past 12 months Past three years Past five years — Volatility Return. 
i % Rank % Rank % Rank % Rank Risk 
. ''CIBC-CEF Thal-Philippine 1547 18. 62.21 1 144.32 ee — 4 
Indosuez Asian Growth 19.42 5 54.45 2 168.07 9 160.36 12 4 
Aetna (FE) Asia Trust” 216152 E 23770 ^ 1 ^, 304,31 1 4 
Prolific IF Asia Pacific 10.67 71 49.39 4 — ~ — — ~ 
National Mutual Pacific 18.60.00 907 4828-5 21130 5708.7... 16465 14145777 004 
Eastern 16.86 12 47.93 6 202.79 4 224.27 5 4 
suez Pacific Gold 1495 24 47.13 7 89.55 59 72.97 40 3 
» Worldsec Dynasty 11.12 65 46.27 8 — — = — — 
 `Натоп Inv Selected Asian: E AAR BBs. s 44869 19892. Bo ~ ~ 4 
CEF Pacific Prop Shares 19.85 4 43.61 10 111,69 45 123.29 22 4 
'erpetual Offshr Asian 8m Mkts Яе 4461, 11 = mE on e RC 
itizen Seoul Asia Index 1170 58 4329 12 6276 70 E — 1 
"Carlson Far East 1288 38." 434413 1082948 — — up 
Sun Life Aggressive Dilr 18.60 8 42.18 14 — — — — — 
СОТ Newly Industrialised. Ctrys 13.00 36 . 42.14 15 140.69 21 105.03 27 V SS 
. Sector Average (total number) 11.85 (107) 32.18 (98) 121.92 (74) 131.66 (46) — E 
| MSCI Comb Far East Index (exc. Japan). 15,24 => 45,71 = 9722 1 — 48.85 ~ ENDE 
Japan Equities 5 
Past three months Past 12 months Past three years Past five years — Volatility Return; 
% Вапк % Вапк % Вапк % Rank | 
ЈЕ дарап ОТО: 7.65 90 .. 19.30 1 113.32 1 — ب‎ 4 
JF Japan Technology 13.20 118 18.55 2 32.19 12 11.82 21 4 
: Finistere Jap Smilr Cos Life. 474 810570722 3 2544 ...20 115.38 3 uS 
. NICAM Japan Return Reversal -3.29 16 16.26 4 — — — — — 
Gartmore CSF Japan з o B44 75 15.83 5 4982-3 2747 9 3 
Indosuez Japan Regional Gth -5.83 61 14.36 6 34.84 8 — == 2 
GAM Tokyo Fonds - -1:96 5 13.48 7 Ecce 
Schroder Japan ` -4.94 35 12.06 8 32.21 11 9.89 24 1 
- Gartmore IF Japan 619 69 1171 9 32.80 10 s = س‎ 4 
Guinness Fl GSF Japan Sm Cos -8.31 92 11.24 10 22.98 23 — = 3 
* Lloyds IP; Japan Equity wedi 87 3077 11 iil ean ق ا‎ = — es 
Schroder intl Sel Japan Eqty -5.37 51 10.56 12 — — 
"Eagle Star GAF Japanese Eaty 5.58 52 10:53 13 45:27 5:89 775 -9.08 45 3: 
Finistere Tokyo Life -2.75 10 10.42 14 11.28 48 -5.68 39 2 
: Royal Life/Hend Japan Smir Cos -2:91 14 750 71028 15 STAT s oy 115.66 2B 
Sector Average (total number) -6.34 (120) 2.74 (114) 13.45 (96) 6.65 (67) — 
` MSCI Japan Index’ 7: Gto LÍ 566 и 2162 ^0 -13.16 = eU. 
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| ` South Korea Equities 


Jupiter Tyndall GF Korea Vis 
5 Baring Korea 
Thornton Korea 
::` Bordier Koreą 
GT. Korea. 
Citizen Korea 1990 
Korea Growth 
Korea Trust 
“JF Korea 
Korea Trust 
indosuez Korea 
Seoul Trust 


< Sector Average (total number) 
MSCI Korea Index 


© Taiwan Equities 


“INVESCO Taiwan Growth 

7 7ЈЕ Taiwan Trust 

< Thornton Taiwan Equity Growth 
Thornton Taiwan Equity income 
! Taipei Fund NAV 

Formosa Fund 

| GT Taiwan. ; 

Jupiter Tyndall GF Taiwan 


` Sector Average (total number) | 
MSCI Taiwan Index 





Hong Kong Equities 


(SHK Middle Kingdom: 
Thornton New Tiger Hong Kong 
Guinness FI GSF Hong Kong 
Colonial Securities Hong Kong 
Finistere Hong Kong Life : 
Indosuez Hong Kong 


Schroders Asia Hong Kong Sm Со. 


Fidelity Fds Hong Kong & China 
“Mansion House Hong Kong 
Schroders Asia Hong Kong 
Royal Life/Baring Hong Kong 
Prov Cap HK Stockmarket 
НВС ОЕ: Hong Kong Equity 


Sector Average (total number) 


China Equities 


Dao Heng China. co. 
Thornton New Tiger China 
"CL China Growth ^ os 
INVESCO PS Gr China Opps 
“Nomura SF China: : 
HSBC GIF Chinese кашу 
GT PRC B I 
Jupiter тула! il GF China 
SHK China | 
Prolific IF China Opps 


Sector Average (total number) .— 0- 
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20:00 
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8.29 
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4.48 
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8.37 
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Past three years 


926 


143.17 
209.98 
164.63 
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155.39 
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170.23 
131.67 
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Past five years Volatility 
96 Rank Risk 
-49.89 4 4 1.0 

— — 3 1.2 

== — 4 -0.6 

— — 2 5.2 

-2.36 1 1 6.9 

— — 4 0.5 
-11.97 2 3 44 
-13.95 3 2 2.9 
-19.54 (4) — — 

1.94 — — — 
Past five years Volatility Return/ 
% Rank Risk 

— — 3 47 

— — 1 10.0 

— — 1 7.9 
-18.01 1 4 3.4 
-21.52 2 — — 

Є; — 2 40. 
-19.76 (2) — — 
-25.45 — — — 
Past five years Volatility Return/ 

% Rank Risk 
187.79 16 4 13.3 
407.01 1 — — 

= — 2 21.1 
365.80 2 1 27.0 
224.99 11 3 17.7 
307.44 4 3 19.3 

= — 1 27.5 
191.09 15 2 14.2 
334,73 3 3 19.3 
258.64 6 1 17.1 
242.24 8 2 16.5 
250.23 7 4 16.1 
254.09 (17) — — 
Past five years Volatility Return/ 

% Rank Risk 
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WHEN YOU'RE THINKING ABOUT INVESTING IN THE ASIAN EQUITY 


MARKETS, 


HAS THE FOLLOWING ESSENTIAL ASSETS: 


THE ASIAN EQUITY 
SPECIALIST 

Tigers and Little Dragons. 
You know Asia's booming 
economies by these names. 
But you might not know that 
Thornton coined these terms. 


EXPERTISE 

Thornton has been success- 
fully advising their clients for 
over 10 years on Asian 
investment opportunities. 


PERFORMANCE 
Thornton's performance, 
backed by their teams of 
experienced funds managers, 
has resulted in over twenty 
performance awards over the 
last five years, including the 
prestigious Hong Kong Fund 
Manager of the 
Year Award, 


CHOICE 

Thornton has a wide range of 
Regional, Single Country and 
International funds which 
would surely satisfy Asia’s 
most demanding and diverse 
investors. 


ASSETS 

Thornton has over 

0593 billion funds under 
management, and is a 
member of Germany's giant 
Dresdner Bank Group with 
US$100 billion in assets. 


A WISE INVESTOR ALWAYS 
THINKS FIRST. SO NEXT TIME 
YOU THINK INVESTMENT, 


THINK 
THORNTON. 


Pa 


A MEMBER OF THE 


WE SUGGEST YOU FIRST ASK WHICH FUND MANAGER 


THORNTON 
MANAGEMENT 
(ASIA) LTD 


25th Floor 

Jardine House 

1 Connaught Place 
Central, Hong Kong 


hone: (852) 826 8837 
Fax: (852) 524 7384 


* HONG KONG * LONDON 
TOKYO e SYDNEY * TAIPEI 


* TAICHUNG * KAOHSUING 


st performance figures 
are no indication of 
future performance. 


The price of shares may 
go down as well as up. 


THORNTON 9 # 





DRESDNER BANK GROUP 











Asean Equities | Return 








Past three months Past 12 months Past three years ` Past five years Volatility Return/ 















% Rank 96 Rank 96 Rank % Rank Risk 
Aetna (FE) ASEAN Development ^ - 21:86 Tos 66.95 1 391624. Ae — == 3 43.5 
JF. ASEAN 19.20 2 46.73 2 204.08 4 192.56 2 4 20.6 
Gartmore IF ASEAN E 35:87 6 46.44 3 225.39 2 = — 3 30.9 
Fidelity Fds ASEAN 18.83 3 43.81 4 205.30 3 — — 4 27.0 
vo ВАМ ASEAN 0 00 000968 8 34.14 5 161:67 5 203.46 1 + 28.3 
Guinness F! GSF ASEAN 14,77 7 32.56 6 145.14 6 — — 1 26.7 
“GT ASEAN B Share А 17.31 4 2878; 7 116.13 7 86:70 3 2 184 
GT ASEAN A Share 17.17 5 28.10 8 114.16 8 85.00 4 2 17.8 
: Sector Average (total: number) 16.77 (8) 40.93 (B): 186.01 (8) 141.93 (4) — == 
.* Malaysia Equities : 
; Past three months Past 12 months Past three years Past five years Volatility Return/ 
% Rank % Rank 96 Rank 96 Rank Risk 
:; Genesis Malaysia Maju sos 4430 1 BABA ^1 02521648; 4 = om 3 260 
CIBC-CEF Malaysia 31.85 2 37.98 2 106.98 10 — — 4 114 
JF Malaysia i 2747 5 87:09 3 “253.08 1 aay ae 4 23.0 
Malaysia Equity 25.60 6 33.22 4 211.87 5 — — 1 28.4 
Fidelity Fds Malaysia | 24.78 7 :30.92 5 1288.12 2 — = Us 28:0 
HSBC GIF Malaysian Equity 15.55 9 27.16 6 175.66 7 160.60 1 2 22.3 
MBf Malaysian 0:48:59 10 23.68 7 171.40. 8. -— =з? oa 23:8. 
Thornton New Tiger Malaysia 28.95 3 21.55 8 216.66 3 — — 4 21.9 
The Malaysia Capital Fund =. ; 27.69 4 18.93 9 124.73 9 — — vu 15:9. 
Barclays ASF Malaysia 18.62 8 18.31 10 198.29 6 — — 3 21.2 
` Sector Average (total number). ` CEST ^ (10) 3144 (10. ^ "7149130 ^ 10) ^" 160:60 ^ (1) а К 
MSCI Malaysia Index 13.72 — 26.45 — 140.99 — 129.98 — — — 
` Singapore Equities 
X Past three months Past 12 months Past three years Past five years Volatility Return/ 
96 Rank % Вапк % Rank - 96 Rank Risk 
. Barclays ASF Singapore. Vus 19.94 1 84.54 1 9742 в — 3 "424 
HSBC GIF Singaporean Equity 12.64 6 28.28 2 97.96 4 115.89 2 2 14.2 
Fidelity Рав Singapore 1804 5 27.87 3 942806: 72; 6 к 3 172 
CL Singapore Growth 18.36 2 25.21 4 247.32 1 330.89 1 1 37.6 
<- Dres. Thornton ASF Singapore 13.40 4 2518 ^ Бн == 
Thornton New Tiger Singapore 17.42 3 25.00 6 — — — 
Singapore Sesdaq Lid. “1.90 7 15.61 7 19528 8 лош — 4 12.6 
Sector Average (total number) 13.27 (2) 25.95 (7) 139.20 (5) 223.39 (2) — — 
MSCI Singapore Index... 12.74 => : 35.33 — 105.29: ex AOS 
Malaysia & Singapore Equities 
Past three months Past 12 months Past three years Past five years Volatility Return/ 
% Rank 96 Rank % Rank % Rank Risk 
` Andosuez Singapore & Malay IZE 6 56.27 1 24233 .— 1 23848 78. 4 7 705813 
GAM Singapore/Malaysia 13.81 8 45.33 2 236.22 2 273.54 1 2 34.9 
“Mercury ST Singapore & Malay |: 3174 ү 40.25 3 225,93 3 267238 | 2 оа 230 
Finistere Sing & Malay Life 15.33 7 35,83 4 142.83 6 105.87 6 2 20.4 
Nomura SF Singapore & Malaysia... 2824 ^ 8 34.91 5 WV RUE == A mS — 
Dao Heng Malaysia & Singapore 24.52 2 34.03 6 103.16 7 — — 1 15.7 
"Royal Life/Baring Malay & Sing ^ 21.81 4 33.53 7 1501445 1749250098 7 Be 21.2 
Baring IUF Malaysia & Sing 19.25 5 30.34 8 161.60 4 197.15 4 3 21.5 
Sector Average (total number) = 20.91 — (B) 38.81 (B) UTBROBG2 (7) 7 20867 || (6 ш aes 
Thailand Equities 
Past three months Past 12 months Past three years Past five years Volatility Return/ 
. % Rank % Вапк % Вапк % Rank Risk 
ЈЕ Thailand |; 0070. E cm T 99.91 1 MO — d ^ me o 1 ^ — d 30.0 
Fidelity Fds Thailand 23.90 1 85.15 2 281.34 2 — — 3 31.7 
Barclays ASF Thailand. 14628-57056 3 24668 3. Ue E 53 294 
Thornton New Tiger Thailand 20.83 3 69.84 4 232.69 4 — س‎ 4 24.5 
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TURN ASIAS SPECI 
SITUATIONS INT 


Asian markets have been among the world’s best 5 Proven Record In Special Situations 
performers. A limited amount of stocks and a 
seemingly unending flow of money have often 
made it easy to find high returns. However, a huge 
surge in the number of listed stocks, almost 
doubling in the past decade to over 10,000, has 
made it more difficult to find future winners. 
Investors will now require greater resources and 
specialist expertise on their side to be successful. 









! Year 2 Year m 3 Year 
ddl Fidelity UK Special Situations Trust d] FTSE - А АП Share Index 
The New Fidelity Asian Special Situations Fund TT 

Fidelity Asian Special Situations Fund capitalizes 
on the highest growth opportunities in Asia, 
excluding Japan. The manager will focus on 
companies whose assets are undervalued by the 
market, and companies whose fortunes have 
improved but where the market has not yet 
reflected the turnaround. The Fund will invest across 
Asia, from newly emerging markets such as Thailand 
and Malaysia to more mature economies such as 
Singapore and Hong Kong. 








Or call our Investor Hotline: Shanghai 108 000 071. Japan 003 185 3189 





To: Fidelity Investments. 16/Е Citibank Tower, 3 Garden Road, Central, Hong Kong. 
И I'd like to know more details about Fidelity Asian Special Situations Fund. (minimum inve: 
[Please print in English) 

Name: Mr./Mrs./Ms Company Name: 











О Home Address / 1 Office Address: 








Home Telephone: Office Telephone: 
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Fidelity © / Investments 





YOUR MONEY MATTERS 





Thailand Equities — cont'd 









Past three months 
96 Rank 





96 










"Dres Thornton ASF Thailand ^... OS 7 62.15 
Siam Fund (Cayman) Ltd . 12.36 6 50.77 

| CIBC к c un UN c 
v Royal Lite Connaught Thailand -5.34 8 -6.30 
a Sn 9079 8.87 
Sector Average (total number) 12.38 (9) 52.49 

| MSGI Thailand Index ^ ^ TT "1688  -— '' 6425 


‘indonesia Equities 
Past three months 












% Rank % 
¿Lippo Indonesian Growth 20,73- 1 43.46 
CL Indonesian Growth | 5.38 5 13.13 
Ud SASF indonesia ^ | ' ^ 1188 2 
: Dres Thornton ASF Indonesia 8.79 3 3.62 
а ; 000 7 : 3.67. 
Thornton New Tiger indonesia 5.95 4 0.94 
Bf Indonesian бтомһ 0.68 6 779 
Sector Average (total number) 7.56 (7) 9.16 
SGI Indonesia Index © у USO Com 7.86 


. Philippines Equities 
a : Past three months 


% Валк % 
ROSTERS 
16.78 3 68.38 
Oe BABB 84.95. 
2045 (Зу 69.28 
BBG 054. 





: Emerging Markets Equities 





Past three months 

















% Rank % 

МВ! Venture Portfolio. TT 7088 a7 6474 
oe Citimarkets СІЫ Emerg Mkts 21.99 4 56.23 
"Buchanan Emerging Matkets 225083 56.20 
t Allied Dunbar IS Emerging Asia 11.19 42 55.91 
^ Allied Dunbar IB Emerging Ава: 12,25 87^ 55.61 
с Genesis. Condor 23.48 1 51.67 
Royal Lite/INVESCO Pioneer Mk - . 16.82. 1851,53 
n КВ SEL Emerging Asia 16.82 19 50.69 
Ü Mi COD 19.54 AMO Oat 
NVESCO Pioneer Markets 20.51 8 47.03 
Schroder Emerging Markets | ^ 1888 ^ 12 ^ 4548 
Prov Сар Emerging Asian Stkmkt 17.49 13 45.41 
, : larkets TDS 7045.057 
EMUF Global Emerg Mkts 21.81 6 45.11 
Henderson HF Gibi Emerg Mkts. ^ 1599 ^ 24 44.28 
Sector Average (total number) 15.63 (47) 39.88 

МСГ Emerging Markets Index ^ 20087 — 49.66 


Australia & New Zealand ce 
Past three months 


% Rank % 
Aetna UF Australian Egy 142 5 729,92 
Baring HUF Australia 1.28 16 29.19 
GAM Australia GA TG 08:06 
: Barclays Australian Equity 3.01 8 27.60 
< Royal Life/Baring Australia, тё ^ 22. 26.81 —' 
Fidelity Fds Australia 3.12 6 24.36 
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Past three years 


96 Rank 


Past three years 


96 Rank 
106.95 1 
6:32 5008 
75.76 2 
50.67 4 
100055 
5994 (5) 
BIS 


Past three years 


96 Rank 
de4B30 2 
185.03 3 
(0:80708 1 
. 84679 (3) 
sae ш 


Past three years 


% Rank 
108.16 6 
SGA 
125.95 5 
13626 0 41 
95.67 8 
149.41 1 
3470 ^48 
108.14 (17) 
93.68. — 


Past three years 


96 Rank 
(19:34 46^ 
64.68 4. 
767.03 00003 
29.28 11 
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Past five years ^ Volatility Return; 
% Rank Risk 
21025 — 2 2 23.3 
152.63 va 2 72: 
0.36 5 1 6.2 
5:59. 4 1 5.9 
138.21 (5) — — 
163.28 — — — 
Pest five years Volatility Return/ 
% Rank Risk 
-6.10 2 2 14.8 
— — 3 8.5 
15.23 1 1 11:2 
— — 4 5.9 
-71.09 3 3 0.1 
-20.65 (3) ES РЕ 
:17.09. == == — 
Past five years Volatility Return/ 
96 Rank Risk 
58074 71s ve 52" 
— — 3 18.1 
40.38 2 4 25.9 
60.56 (2) — — 
129.26 |; —. 7 fuses 
Past five years Volatility Return/ 
% Вапк Risk 
— — 4 15.1 
8645. |... 6 4 12.0 
— — 3 21.9 
13831. AT 4 173 
111.59 . 4 3 18.6 
124.49 3 3 25.4 
ыы 2 14.7 
117.83 (7) — س‎ 
58:42 == == == 
Past five years Volatility Return/ 
% Rank Risk 
READ 814 3.3 
5319 3 4 10.3 
SARO (005 ^ 7 18:0 
10.32 12 4 | 5.2 
3669. 6 . | 4 . 99. 
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` Australian Smi Cos B Share 
_ GT Australian Smi Cos A Share 
птоге CSF Australasian 
е Arrows Australian Equity 
y ST Australia & NZ 





. Schroder Australian Share 
GT Australia B Share 
` Wright EF. Australasian Natl Eq. 


Sector Average (total number) 
-MSCI Australia Index 


North America Equities 


= Seahawk international inc ^ 
GT US Smaller Companies 
Templeton GS American 
Orion Fund Ltd 
_ RG America i 
Royal Life inti American 
Albany NEN American Dir 
Prov Cap N. American Stkmkt 
“GT Dollar B Share 
Condor Inteinehonar lı Inc 
GT Dollar A Share e 
Schroders Asia North American 











“Midland ICF Amarican or 
‘Alpha Tilidale ~: | 


Sector Average (total number) 
| MSGI North America Index 


U.S. Equities 


САТ Biotec & Applied Science B 
GT Biotec & Applied Science A 
. GT Technology B Share 
GT Technology A Share 
McD Merger Arbitrage 
Citifunds US Emerg Technologies 
Putnam Emerging Info Science: 
Swiss Life Proteus American 
| GAMerica | 
GAM Arbitrage 
“PRICOA WWIP US Growth 
Ата! American Quant 
бочен GSIL US. Smaller Cos 
KB US Equity Growth 
Bermuda Int Equity N America 


Sector Average (total number) 
MSCI United States Index 


Canada Equities 


_ AGF Canadian Security Growth 
RBC Canadian 
: GMI GNF Canadian Equity 
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The Cost of Living the Good Life 


Dominating the world electronics business doesn't seem to be doing Japanese consumers much good. They pay higher 
prices than Americans and even many other Asians. It’s time to face the music: If you want to listen to some, it’s better 


to be in Singapore than in Tokyo. 


A note of caution: Models differ from count 
Usually we've gone with 


consulted the blackmarket; if the prices look like a steal, maybe they were. 


Prices in US$ 


ry to country, and trade barriers can keep you from getting what you want. 
the big Japanese names. But in South Korea, most of the models are local. In India, we 
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Walkman 159 155 140 133 278 N.A. 178 148 219 273 99 
Nikon F4 camera N.A. 1,774 2.065 2,188 1,885 476 1,729 1,679 1,923 2,283 1,799 
Ж 
Fujichrome 
ASA 400 slide film 36 | 10 6 11 7 5 N.A. N.A. 9 6 8 12 
T 
29" TV 916 508 895 1,247 2,500 1,250 1,276 1,085 1,058 838 639 
T 1— | = 4 
32" TV 1,969 2,720 3,211 5,097 2,673 N.A. 2,437 2,432 1,269 1,269 999 
L 
Stereo system 940 712 275 1,000 536 N.A. 3,012 598 962 1,081 599 
+ |. 
Boom box 287 155 207 102 292 N.A. 246 121 167 202 100 
а T 
CD player N.A. 194 608 231 N.A. 69 178 188 269 234 160 
| | Es | 
Camcorder N.A. 907 1,422 1,118 1,150 N.A. 1,013 1,075 1,212 1,515 849 
1 
{ í 8 8 
Videotape (180 min) 11 3 7 4 4 10 (120 min) 3 12 8 (120 min) 
Ec | ot I 
VCR 560 674 573 745 577 570 732 302 392 1.111 179 
Personal organiser 864 324 291 706 N.A. 80 427 269 173 484 300 
Fax 852 376 528 545 558 950 675 356 677 752 350 
+ + 
Clock radio N.A. 45 16 33 N.A. N.A. 51 27 30 76 29 
پل‎ 1. 
N.A. — Not available Source: REVIEW Data 
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The haze blotted out the sun in Kuala Lumpur for much of September and early October. Right: a motorcyclist takes anti-haze precautions. 
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Hazy Days 


Forest fires in Indonesia irritate its neighbours 


By S. Jayasankaran and John McBeth 


he spokeswoman from Riss Indus- 
| tries, a Kuala Lumpur-based dis- 
tributor of industrial and surgical 
masks, took the question matter-of-factly. 
“We're selling around 400 masks every 
day," she said. "That's a lot more than 
usual... Each costs M$2.50. Do you need 
one?" 

Every Malaysian does. Kuala Lumpur 
usually impresses visitors with gleaming 
skyscrapers set amid relatively clean, tree- 
lined streets. These days, though, the 
Malaysian capital often looks like some- 
thing from a Salvador Dali nightmare. For 
much of September and early October, its 
skyline was a surreal shadow beneath a 
blotted-out sun. 

This miasma, dubbed "the haze" by 
locals, is becoming almost an annual 
event. The pall casts a heavy shadow: It 
has made residents ill, dampened agri- 
cultural production and delayed flights. 

At times, the smog grew intense — and 


harmful. On the night of September 30, 
for example, environmental officials 
warned that pollution levels in Shah 
Alam, 15 kilometres west of Kuala 
Lumpur, had reached dangerous levels. 
According to the Department of Environ- 
ment, the air-quality index in the area had 
exceeded 500. The index, which measures 
tiny particles of matter in the air, rates 
any reading over 300 as “hazardous.” The 
end-September reading was the highest- 
ever in Malaysia since these measure- 
ments began in the 1970s. 

Though the haze subsequently eased, 
most of the Klang Valley — which en- 
compasses Kuala Lumpur, Petaling Jaya, 
Shah Alam and the port of Klang — con- 
tinued to moulder. The fog oscillated be- 
tween "unhealthy" and "very unhealthy," 
according to daily pronouncements, until 
changes in wind and weather brought 
fresh air and clear skies on October 7. 

The murk's frequent visits have stoked 
anxiety and ire among Malaysians. At the 
height of the latest episode, phone lines 
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to national newspaper offices, the Meteo- 
rological Department and the Department 
of Environment were clogged by callers, 
anxious for advice on how best to cope. 
Some residents are becoming impatient. 
^What are the authorities doing about it?" 
demands Patrick Chin, a shipping execu- 
tive and father of three young children. 
"Are they going to wait until somebody 
drops dead before they act?" 

Still, most of the local populace seem 
to accept the gloom with stoicism. Even 
on the haziest days, people still show up 
for work, children go to schools and sports 
activities flourish. This amazes foreigners. 
^Malaysians are remarkably passive," 
says an Australian who's lived in Malay- 
sia for almost 17 years. "If this happened 
in Australia, people would be up in arms. 
They'd write furious letters to the press, 
they'd not go to work and, yes, they'd 
certainly demonstrate in front of the In- 
donesian Embassy." 

Why blame the Indonesians? The smog 
is largely attributable to smoke from for- 
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est fires in Indonesia. A drought in that 
country has made it virtually impossible 
to suppress the fires — there are an esti- 
mated 200 this year, covering an estimated 
100,000 hectares. Helped by wind and 
other climatic conditions, the resulting 
haze shrouded Singapore and Malaysia, 
as well as Indonesia itself. Subsistence 
farmers who slash-and-burn to clear land 
cause about 99% of the fires, according to 
Indonesian Forestry Department sources. 

The fires are widely spread. Forests are 
ablaze at both ends of Sumatra, Indone- 
sia’s largest island — in the southern 
province of Lampung and in the Tapanuli 
region, near the northern city of Medan. 
To compound matters, slow-burn- 
ing coal deposits in eastern 
Kalimantan, on Borneo island, have 
sparked numerous fires in sur- 
rounding vegetation. Officials count 
47 coal-seam fires in the Balik- 
papan-Samarinda area, 
some of which scien- 
tists suspect have been 
burning on and off for 
hundreds of years. 

As in Malaysia, con- 
cern in Singapore is 
mounting. The republic's pollution 
index overshot the 142-mark in late 
September. Any reading above 100 
is regarded as unhealthy. 

The haze is a re- 
cent problem. Until 
this year, the worst 
episode occurred in 
1982. Then in 1987, 
and again in 1991, 
when monsoon 
rains arrived late, 
southeast winds 
caused smoke to 
drift hundreds of 
kilometres across 
the South China 
Sea. Given the 
regularity of the 
problem, officials 
in Malaysia and 
Singapore are con- 
cerned that Indone- 
sia may not be ca- 
pable of resolving it on its own. 

Concern has mushroomed into irrita- 
tion. In a recent editorial, “Give Us Back 
Our Day,” Singapore's leading daily, the 
Straits Times, said the Indonesians should 
be told “politely but firmly" to be more 
purposeful about preventing fires. One 
Singaporean wrote to suggest that the re- 
public should get involved. "Since it af- 
fects us . . . it's only fair that we should 
have some say in the matter." 

Most analysts say there's little Indone- 
sia can do; only prolonged rain, expected 
in late October and early November, will 
put the fires out, they say. The blazes are 
most widespread in remote parts of cen- 
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tral Kalimantan, particularly around 
Palangkaraya, where they can be tackled 
only in piecemeal fashion by small teams 
of forestry workers and volunteers. 

That is cold comfort to Malaysians. 
Rubber growers worry about lower yields 
because the lack of sunlight makes trees 
shed their leaves earlier than usual, and 
that generally results in less latex produc- 
tion. Livestock breeders complain that 
their chickens lay fewer eggs. 

During the most recent haze, airline 
flights into and out of Kuala Lumpur were 
delayed. In the Klang Valley, Malaysia's 
industrial hub, the situation was particu- 
larly miserable for the 1.2 million inhabit- 











Balikpapan è 


Java Sea 


Breathing Dangerously 


Air quality index for Klang Valley cities 


Note: The air quality index is based on the total amount of suspended particulates in the air 


Source: Department of Environment Malaysia 


ants. Visibility on some days was down 
to 400 metres from the more normal eight 
kilometres. Worse, the city's hospitals re- 
ported increased complaints of migraine 
headaches, eye irritations and respiratory 
illnesses. Asthma cases jumped sharply. 
The Kuala Lumpur General Hospital re- 
ported a 116% rise in the number of asth- 
matics seeking treatment in September; 
the average daily caseload rose to about 
130 from around 60 previously. 

Klang Valley residents were advised 
to stay indoors and drink plenty of wa- 
ter. Vigorous exercise was discouraged 
and schools were told to stop games and 
sports. The Department of Environment 


FAR EASTERN ECONOMIC REVIEW 







KALIMANTAN ^ 










said it was ready to recommend closing 
schools, ban traffic from cities and declare 
public holidays if pollution readings con- 
tinued to rise. 


of smog in the valley, however. The 

department has cited the burning of 
rubbish and garden matter as a second- 
ary factor. Cars and motorcycles also 
contribute to the problem. More than 1.5 
million motorcycles ply the Valley, most 
of them with smoky, two-stroke engines. 

Wishy-washy government policies 
haven't helped. Although the Department 
of Environment recommended last year 
that two-stroke motorcycles be 
banned on pollution grounds, its 
advice was dismissed by Datuk 
Paduka Rafidah Aziz, the minister 
of international trade and industry. 
She didn't need to spell out her rea- 
sons: The Japanese, in joint ven- 
tures with leading Malaysian com- 
panies like state-owned Hicom and 
the Hong Leong group, have in- 
vested millions in motorcycle 
plants in the country. 


[ ndonesian fires aren’t the only cause 
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з Jakarta Con An air-quality specialist with the 

Areas of forest fires x ДҮ? ~ = Agriculture University of Malaysia, 
ог coal-seam fires OCC CC Д less Azman Zainal Abidin, conducted 
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1991. The tests indicated that 30% 


other 70%. 

Without an out- 

Mdh right request for 

help from Indone- 
sia, the region's 
hands are tied. Sen- 
ior Singaporean of- 
Moderate  ficials have formed 

a special task force 
Verygood to examine the 
problem; Malaysia 
has a similar com- 
mittee. But this is 
one issue that gov- 
ernments seem to 
have little control over. Singapore's prime 
minister, Goh Chok Tong, raised the mat- 
ter during recent talks in Jogjakarta with 
Indonesia’s President Suharto, but they 
acknowledged the problem would be dif- 
ficult to solve. 

Forestry experts have more bad news. 
The haze, they say, is likely to continue 
to occur every four to five years. Short of 
agreeing to mount a massive international 
fire-fighting exercise, its neighbours will 
just have to grin and breathe it. п 


, Of the pollution 
й came from the 
g Klang Valley — but 
3 forest fires ас- 
2 counted for the 


Unhealthy 


S. Jayasankaran and John McBeth are Review 
correspondents based in Kuala Lumpur and 
Jakarta, respectively. 
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Frog Eats Tiger 


Folktales of Bhutan by Kunzang Choden, 
illustrated by Kunzang Dorji. 

White Lotus, GPO Box 1141, Bangkok. Baht 250. 
Folk Tales of Mongolia by B. Khurelbat & 
Aditya Narain. 

Sterling L-10, Green Park Extension, New Delhi. Rs 
35. 








There is a comforting familiarity about 
all folk tales. As Kunzang Choden points 
out in her preface to Folktales of Bhutan, 
the German fairy tale Puss in Boots and 
the Bhutanese story Lame Monkey are 
quite alike despite the distance between 
their countries of origin. As one might 
expect, the Bhutanese and Mongolian 
stories in these two books occasionally 
share similar plots and characters, with 
the different fauna and topography add- 
ing variety. Bhutan's mountains and for- 
ests are a dramatic and sometimes sinis- 
ter setting. The nomadic lifestyle of 
the Mongolians, and their re- 
lationship with their horses, 
are often reflected in their 
folklore. 

By definition, folk tales be- 
long to an oral tradition, and 
here the Bhutanese author has a 
distinct advantage. While the 
Mongolian stories are translated 
by Indian scholars, Kunzang 
Choden works with her own 
language, and with memories from 
her childhood. It's easy to hear the 
voice of the village storyteller, and 
she reminds us that the audience is an 
essential ingredient: we should react as 
we read. There are moments when the 
narrator seems to pause for listeners to 
prompt with "and then?" 

The pace of the Mongolian stories is 
brisker and they do not involve the reader 
to the same extent. In The Wise Ram, for 
example, it takes only a few lines for the 
horned protagonist to avoid being killed 
by a tiger, the explanation being that the 
ram's horns are weapons and his testicles 
contain spices which he himself would 
eat with tiger meat. 

In the Bhutanese version, The Tiger 
and the Frog, the tiger joins a frog that 
is sunning itself on a rock, and orders it 
to pick the lice out of its coat. The 
frightened frog pretends to do so, and 
as the tiger dozes it gently plucks its 
fur and stuffs it into its own mouth and 
rectum: 

“When he was sure there was enough fur 
to impress the tiger he began to question the 
tiger. ‘A shang [uncle] tiger, what do you 
eat?’ The tiger was still very sleepy and be- 


tween his long and luxurious yawns, he said: 
‘I can eat many things . . . When I am really 
hungry and cannot get anything else I have 
to eat very small animals like rabbits, squir- 
rels and even frogs.’ 

At this the frog had to hold his teeth from 
chattering and steady his shaking hands. With- 
out much interest, the tiger then asked, ‘What 
do you eat?’ 

The frog had been waiting for this ques- 
tion and said: ‘Oh, 1 am a small animal so I 
usually eat the other smaller animals. But 
when I am really hungry I also like to eat 
something big like deer, cattle, and even ti- 
gers.’ At the mention of tigers, the tiger pricked 
up his ears with interest and asked: ‘Did you 
say tigers? You are joking, of course.’ The 
tiger then began to laugh. 

The frog was pleased with the way the con- 
versation was turning out and confidently 
went on: ‘In fact I had just 









Folk Tales of 
Mongolia 
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eaten one before you came by. Look in my 
mouth.’ 

The tiger suddenly sprang up and moved 
a few paces away and looked at the frog ap- 
prehensively. ‘Have a good look,’ insisted the 
frog, displaying his mouth with tiger fur stick- 
ing out of it, and his rectum, which was also 
full of tiger fur. The tiger took one quick look 
and with a mighty leap jumped onto the land 
and disappeared into the forest.” 

The Mongolian tales have a few 
explanatory footnotes, but the translation 
favours the literal at the expense of liter- 
ary elegance, and the English is sometimes 
clumsy. This is one of the publisher's 
“Folk Tales of the World” series, and the 
20 stories, though they could be better 
told, are entertaining. The quality of the 
paper and illustrations also reflect the low 
price of the book. 

Folktales of Bhutan has been put to- 
gether with considerably more loving 
care. Drawings by Kunzang Dorji, a tal- 
ented artist whose work sheds light on 
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Bhutanese traditions and costume, com- 
plement each story. 

Generations to come will bless 
Kunzang Choden for preserving this spe- 
cial part of her heritage, particularly now 
that the flickering oil lamps she remem- 
bers are being replaced by television sets. 
"| was immensely saddened when an old 
man who had told me stories in child- 
hood said: ‘I have forgotten all those sto- 
ries. But everybody today watches vid- 
eos. Why do you want me to tell old sto- 
ries?” 

His question is admirably answered by 
this delightful collection of 38 folk tales 
and legends. m Sue Earle 


Sue Earle is a writer based in Hong Kong. 





Asia Split 


Between Marx and Muhammad: The 
Changing Face of Central Asia by Dilip 
Hiro. 

HarperCollins, 77-85 Fulham Palace Road, London. 
£25, 








No political event in recent years has 


| changed the map of Asia so significantly 
| as the break-up of the Soviet Union. Sud- 
. denly, five independent states appeared, 
| about which the world knew very little. 


How they achieved independence and 
what this means to the rest of the world, 
especially to their immediate Muslim 
neighbours, is charted by Dilip Hiro in 


| Between Marx and Muhammad. 


Hiro begins his study with Turkey, a 


| key player in Central Asia and a country 


that shares its ethnic origins, language and 
secular Islam with its five newborn east- 
ern neighbours. He points out that al- 
though Turkey's business elite looks to- 
wards Europe, Turkish nationalists and 
Islamicists are inspired by the fact that 
Central Asia takes Ankara as a model and 
a gateway through which Central Asia can 
channel Western investment. However, 
this has yet to transpire. 

There are lengthy chapters on the role 
of Iran and Afghanistan in Central Asia 
that cover too much domestic political 
history and fail to come to grips with the 
key issue — how Central Asians see their 
neighbours. The descriptions of the 
Iranian revolution and the Afghan war 
with the Soviet Union appear super- 
fluous, while the impact of these events 
on Central Asia today is dealt with 
perfunctorily. Thus while Iran and Tur- 
key get over 30 pages each, Kirgyzstan 
gets only 11. 

Hiro also includes Azerbaijan as part 
of Central Asia, which is geographically 
suspect. Even though in 1991 many aca- 
demics viewed Azerbaijan as being politi- 
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cally part of Central Asia, its long-run- 
ning war with Armenia and its complex 
relations. with its Caucasian neighbours 
make it an essential part of the Caucasus 
rather than Central Asia. The Central 
Asian states themselves threaten Azerbai- 
jan at arm's length, because it has become 
a refuge for many of their own political 
dissidents, who flee there from persecu- 
tion at home. 

The book devotes much space to 
politics, but there is little description of 
the landscape, the people and the com- 
plex social issues the new states face. 
There is little attempt to explain the 
economy of the region, and insufficient 
historical treatment of the people of each 
nation. 

Although Hiro describes masterfully 
the increasing role of Islamic funda- 
mentalism — the paradigm between 
Marx and Muhammad — he ignores the 
important role of the Sufis, the mystical 
sect that originated in Central Asia and 
will almost certainly keep fundamental- 
ism at bay. And while he analyses Sta- 
lin’s brutal pogroms, which sowed the 
seeds for the enormous ethnic problems 
that the new states face today, there is 
no timely description of their significance 
or how the various regimes are tackling 
— or ignoring — the problem of ethnic- 
ity. 

Y There are also several errors. Hiro 
states that in Tajikistan, “for all practical 
purposes the civil war was over by the 
end of December 1992 with the com- 
munists almost fully back in power.” In 
fact, a new stage of the civil war was just 
beginning then, one that continues today. 
In Afghanistan, 
Hiro writes, the 
Uzbek warlord 
Gen. Rashid Dos- 
tam originally 
defected from the 
mujahideen to 
join the former 
communist Presi- 
dent Mohammad 
Najibullah. In 
fact, Dostam was 
already a general 
in the regime's 
army. 

Hiro's book 
offers an excel- 
lent overview of the regional situation 
created by the independence of the 
Central Asian states. However, what is 
lacking is discussion of how the Central 
Asian peoples see themselves and their 
future and how they will survive eco- 
nomically, with or without Russia. 

m Ahmed Rashid 





Ahmed Rashid, a REVIEW correspondent based 
in Lahore, is the author of The Resurgence of 
Central Asia: Islam or Nationalism? 
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The Pacific Century by william McGurn 









ДЇЇ Fired Up 


Down but not out in executive Asia 





































Hong Kong 


booming. Curley is managing director of Q3 Associates, an outplacement 

company he founded in Hong Kong in 1991. Named for the human-resources 
term for a company's optimal pay level vis-à-vis its competition ("third quar- 
Ше”), Q3 finds jobs for executives who no longer have them, mostly expatriates. 

While the popular image of the expat track may be a cushy stint abroad 
followed by a plum position back home, the folks who come to Q3 may be 
closer to the norm: In a recent Price Waterhouse survey, 38% of companies 
admitted they couldn't guarantee their expatriates a definite position or job 
level upon return to their home country, and other studies show that among 
those who do return home with their companies, as many as 40% leave the firm 
within two years. 

Yet Curley argues that the increased demand for 
services like his is a function not of Asia's failure but 
of its growth. "Just because an economy is growing 
doesn't mean people don't lose their jobs," says 
Curley, who came to Hong Kong with Wyatt Co. 
after a three-year tour in Brussels. "Growth means 
greater turmoil, and today, companies have to chop 
and change to keep up with the international com- 
petition. That means letting people go sometimes, but 
doing it in a way that is not going to jeopardise the 
loyalty and morale of the staff who stay behind." 

Granted, the plight of the laid-off executive is not 
one that immediately tugs at the heartstrings. In a | 
region where Indonesian factory hands sweat it out Paul Curley. 
for USS2 a day and Filipina maids scrub floors over- 
seas so their children back home might eat, the people who find themselves at 
Q3’s door are no strangers to the good life: a nice housing allowance, club 
membership, and salaries of US$120,000 to US$150,000 a year. But this, says 
Curley, only makes getting the sack all the more traumatic. 

"When you see these things in the papers, they're cold statistics," he says 
over coffee at the American Club. “But when you're sitting across from some- 
one like we're doing now, you see a guy who's cut off from family and friends 
back home and has just had his whole world pulled out from under him. You 
have to build them back up." 

The good news is that there is life after being let go. “I think the stigma is 
largely gone," says Curley, who adds that Q3's longest job-placement took nine 
months. Businesspeople in Asia have come to recognise that dismissals may 
have less to do with the quality of the person than with the shifting needs of the 
company. Indeed, in many ways the outplacement market is a function of Asia's 
growing sophistication. And it is probably no coincidence that this market is 
biggest in its most advanced economies: Japan (US$20 million); Hong Kong 
(US$3.8 million); Singapore (US$2.5 million). A U.S. outplacement industry that 
has just topped US$1 billion a year hints at the potential. 

Nor will the trend towards localisation change this. There will always be 
expatriates in Asia for the same reason there are expatriates in Europe and 
America: Companies simply cannot afford to confine talent searches within 
national boundaries. It's a process that can be harsh on the people caught in the 
crossfire, and Curley concedes that he sometimes feels like the Grim Reaper as 
he strolls down a corporate corridor towards another candidate. But the way he 
sees it, he's there to put everyone ahead. “When I help a guy find a job, I’m 
helping not only him, but the company that no longer needs his services and the 
new one that does," he says. "What gives more value than that?" п 


| f Paul Curley looks a little embarrassed these days, it's because business is 
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An artist's impression of the Three Gorges Dam. Inset: Premier Li is the project's foremost advocate. 


PROJECTS 


More Dam Trouble 


China's Three Gorges Dam project faces a torrent of ill will. 
Detractors doubt its electricity will be worth the cost of 
displacing 1.3 million people. The banks sound cautious, too. 





By Kari Huus in Yichang 





Walls of stone will stand upstream to the 
west ... Till a smooth lake rises in the 
narrow gorges. The mountain goddess, if she 
is still there, will marvel at a world so 
changed. 
— A verse composed byMao Zedong 
after a swim in the Yangtze River. 


China, the Three Gorges Dam was a 

grand vision. For Mao, the Great 
Helmsman, it was both the inspiration for 
a poem and a socialist-policy goal. For Li 
Peng, the former power engineer who is 
now prime minister, it has become an 
Obsession. 

It's an obsession that's much closer to 
becoming a reality than anyone could 
have imagined just five years ago. Even 
before the official start-date for construc- 


F< Sun Yat-sen, father of modern 
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tion — August 21 — bulldozers were 
clawing at the banks of the Yangtze. The 
earthworks will make way for the world’s 
largest hydroelectric dam. 

“This is Li Peng’s pet project,” says a 
Chinese historian in Beijing. “It is tradi- 
tional for emperors to build monuments 
to themselves.” 

Li isn't the only one who likes the idea. 
As growth in the European and Ameri- 
can power industries wanes, Western 
companies are vying for a share of the 
business that the Rmb 95.4 billion 
(US$11.2 billion) project will generate. The 
United States, after shunning the project 
for two years for political and environ- 
mental reasons, is now considering allow- 
ing the U.S. Export-Import Bank to pro- 
vide financing in order to help American 
firms win Three Gorges contracts. 

Yet, even as China awards contracts for 
preliminary work to foreign companies, 
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opponents of the dam are girding for bat- 
tle. The result is likely to be renewed de- 
bate over the huge implications for China 
— on environmental, social and financial 
fronts — of proceeding with the project. 

Curiously, for a project of this size, 
many of the foreign firms involved seem 
more interested in hiding their involve- 
ment than trumpeting it. Many financiers 
and equipment suppliers want a slice of 
what will, if completed, be one of the big- 
gest projects in the world; equally, many 
fear it will not end happily. 

American engineering giant Bechtel 
Enterprises, for example, is “not at all 
likely" to pursue Three Gorges contracts, 
says Joe Ferrigno, its managing director 
of Asian and Pacific operations. The 
project, he notes, "is extremely controver- 
sial from an environmental perspective." 

Even the optimists are unusually 
guarded. Delbert Williamson, a senior exe- 
cutive for America's General Electric, says 
his company expects to sell turbines and 
other power-generating equipment for the 
Three Gorges plan "if it goes through." 

Ordinarily, by the time the bulldozers 
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are at work, suppliers are too busy pitch- 
ing for business to wonder whether a 
project will be finished. But there is 
nothing ordinary about Three Gorges. 

If all goes as planned, the dam and 
associated construction will be the biggest 
public-works project in China since the 
Great Wall. It will take until 2009 to com- 
plete. The 185-metre-high concrete wall, 
crossing the Yangtze at Sandouping, just 
downstream from the scenic Three Gorges, 
will hold back a 632-square-kilometre res- 
ervoir roughly the size of Singapore. 

Designed to generate 84 billion. kilo- 
watt-hours of electricity a year, the project 
is equivalent to about 10% of China's cur- 
rent hydropower output. It aims to ease 
the country's reliance on power from coal 
and alleviate electricity shortages through- 
out central and eastern China. 

The dam is also designed to 
control the flooding that has 
plagued the lower reaches of the 
Yangtze for centuries. A 1981 
flood left a million people in the 
region homeless. Some experts 
contend that without the dam, 
another catastrophic flood could 
КШ as many as 10 million people 
in Hubei province. 

Another benefit: Ships up to 
10,000 tonnes will be able to navi- 
gate all the way to Chongging, 
4,000 kilometres from the Yang- 
tze’s mouth, thanks to an intri- 
cate system of locks. Right now, 
only smaller boats can ply the upper 
reaches of the river. More river traffic, 
along with new economic zones offering 
investment and tax incentives like those 
on the coast, would help lift interior prov- 
inces out of poverty. 

Yet despite its promised benefits, the 
Three Gorges project has as much politi- 
cal baggage as it does history. Scientists 
and government officials resisted it even 
in Mao's time, when Stalinist mega- 
projects were all the rage. When the 
project was revived in the 1980s, it 
brought on one of the most potent pro- 
tests in communist China's history. 

Yangtze! Yangtze!, a collection of inter- 
views published in 1989 by Dai Qing, a 
journalist at the state-run newspaper En- 
lightenment Daily, laid out objections by 
experts on nearly every aspect of the pro- 
ject. The critics accused planners of under- 
estimating the extent of the dam's impact 
on soil, scenery, historical sites and wild- 
life and railed against the unprecedented 
plan to relocate 1.3 million people. 

Sceptics even predicted that sedimen- 
tation would disable the dam and increase 
the risk of flooding on the upper Yang- 
tze. The booK's overriding criticism was 
of the "profoundly authoritarian" party- 
state apparatus that produced the deci- 
sion to go ahead. 

In early 1989, the State Council, China's 


OCTOBER 20, 1994 


cabinet, had placed a five-year morato- 
rium on the project. But the political chill 
which followed the June 1989 Tiananmen 
crackdown allowed authorities to squelch 
criticism and move ahead with the project. 
Dai Qing was arrested and imprisoned 
for 10 months, her book was banned and 
domestic opposition to the dam was 
silenced. In February 1992, Premier Li had 
to fight against considerable opposition 
to get the dam project through the usual- 
ly quiescent National People’s Congress. 

Since then, Beijing has wasted little 
time. It quickly set up the China Yangtze 
Three Gorges Project Development Co., 
and by January this year it had awarded 
a series of contracts for preliminary work. 

Caterpillar and Ingersoll Rand of the 
U.S., Atlas Copco of Sweden and Ger- 


Three Gorges | 
Dam site 





Dam Diary 


Construction will be broken down 
into three phases: 


Phase 1 (1993-97): A two-kilome- 
tre-long channel is dug along the 
Yangtze's south bank, enabling the 
river to be diverted — and ships to 
pass — during construction. Work- 
ers also build a 30-kilometre ex- 
pressway from the city of Yichang 
to the dam site and a 900-metre 
bridge spanning the new channel. 


Phase Il (1998-2003): The Yang- 
tze’s waters are diverted down the 
newly dug channel. Construction 
starts on the main dam and engi- 
neers install the first 12 of a total 26 
generators scheduled to produce 
energy by 2003. 


Phase Ill (2004-09): Locks and 
other related equipment are built. 
Then the diversion channel is closed 
off, allowing the river to flow back 
into its old watercourse, now 
blocked by the dam. " 
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many's Fried. Krupp and Mannesmann 
will supply US$10 million of earth-mov- 
ing equipment. Local contractors have 
won excavation and cement contracts. By 
the official construction start-up date in 
August, a bridge and expressway provid- 
ing access to the site were well under way. 

Raising finance, however, remains an 
enormous headache. Sources say Chinese 
officials privately place the cost at more 
than US$35 billion. Even raising the pub- 
licly stated figure of US$11.2 billion would 
be a stretch. Officials from the project de- 
veloper say an unspecified portion of the 
total will come from the central govern- 
ment, while 10% or so will be raised by 
listing up to 49% of Gezhouba — an ex- 
isting dam at Yichang, downstream from 
the Three Gorges, that is now considered 
part of the project. Additionally, 
Gezhouba's power rates will be 
raised and all its profits ploughed 
into the project. The rest of the 
money, the officials say, will come 
from treasury-bond issues. 

Official Chinese press accounts 
suggest the Gezhouba listing is 
almost a done deal. The reports 
say Nomura Securities of Japan 
and Morgan Stanley and Merrill 
Lynch of the U.S. are offering 
financial advice on handling the 
listing, as well as on financing the 
overall Three Gorges plan. But in- 
vestment bankers say the issue is 
anything but certain. 

One American investment house that 
has been courted by the Chinese says it 
plans to steer clear of the project, though 
it continues to "give face" to the Chinese 
to protect other interests in the country. 
A Hong Kong-based analyst with the 
bank says: "I couldn't see how we would 
sell the [Gezhouba] issue. The investment 
horizon is just too long." 

Under the Three Gorges plan, the new 
dam's first 12 generators (out of 26) aren't 
due to be running until 2003, which means 
profits are well over a decade away. And 
that's if plans keep to schedule: Project 
delays are standard fare in China. 

Adding to the difficulties of raising 
financing, some institutional investors 
abroad, notably U.S. pension funds, have 
bylaws that would prevent them from 
getting involved for environmental or 
financial-risk reasons. "It's a political 
minefield,” the Hong Kong analyst says 
of the fund-raising process. 

For their part, Morgan Stanley and 
Merrill Lynch both say they have no man- 
date for Three Gorges projects. Repre- 
sentatives of both firms declined further 
comment. Nomura's Hong Kong office 
refused to answer questions on the dam, 
while its Tokyo office could find ^no in- 
formation on the topic." 

One of the greatest deterrents for for- 
eign financiers, however, is that the World 
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Bank — traditionally among the biggest 
lenders to such projects — won't be tak- 
ing part. Normally, the bank lends money 
at concessional rates. Officials of the bank, 
which was involved in a review of the 
dam's 1988 feasibility study, say its lack 
of participation isn't a condemnation of 
the project; China simply hasn't asked for 
funds, they say. Sources familiar with the 
project, however, say both sides recog- 
nised that World Bank loans would draw 
criticism. 

In recent years, the bank has been at- 
tacked by environmentalists who charge 
that large dams are ecologically disastrous 
and uneconomic. Under pressure from 
environmentalists, the bank last year at- 
tached so many conditions to a loan for 
India’s Narmada dam project that New 
Delhi rejected the last instalment. 

"The Chinese Government must have 
seen the Narmada affair in India and all 
the political interference brought on by 
World Bank involvement," says Joseph 
Goldberg, chief of the World Bank's China- 
Mongolia agricultural division. "If they 
do it themselves, they can avoid all that." 

But even without the World Bank's 
involvement, opposition to the dam has 
kept step with the project. Last year, seven 
American environmental groups filed a 
lawsuit against the U.S. Bureau of Recla- 
mation and the Army Corps of Engineers 
— government agencies that had been 
acting as consultants to the Three Gorges 
project on and off since the 1940s. The 
suit charged that such assistance would 
violate U.S. law because the reservoir will 
flood the habitats of a dozen endangered 
species. 

The Bureau of Reclamation ultimately 
withdrew from the project in late 1993. 
Dan Beard, a bureau spokesman, described 
the withdrawal as part of a wider move 
away from mega-projects. "Reclamation's 
current priorities aré water-resource man- 
agement and environmental restoration, 
not large dam projects," he says. 

Canada's Probe International, a To- 
ronto-based environmental group, has 
taken the lead in opposing the project. 
Executive director Patricia Adams says the 
group will target any export-credit 
agency, aid organisation or company that 
supports the dam. Probe is drafting a let- 
ter to U.S. President Bill Clinton to coin- 
cide with a review by Washington of a 
two-year ban on government involvement 
with the project. 

The move is evidently a result of Com- 
merce Secretary Ron Brown's visit to 
China in August, during which he sought 
business for American firms. Probe's pro- 
test comes as the U.S. Export-Import Bank 
is set to provide favourable financing for 
Chinese purchases of American equip- 
ment. These benefits could extend to 
Three Gorges contracts if the White House 
approves. 
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This Sichuan town will disappear under water 
when the dam is built. 


The coveted contract to supply gener- 
ating equipment is to be decided in 1996. 
Exim Bank's policy could influence the 
bidding, in which America's General Elec- 
tric is expected to be a top contender. 

Probe also hopes to discourage the 
Export Development Corp., Canada's ex- 
port-credit agency, from giving the Chi- 
nese financing for a US$27 million super- 
computer produced by Canada's Mo- 
nenco Agra. The computer would be used 
to coordinate the massive resettlement of 
villagers. 


D isplacement of people is potentially 
the most explosive issue in the dam 
proposals. China has budgeted 
Rmb 30 billion for resettlement, which 
officials of the Three Gorges project de- 
veloper note is about Rmb 30,000 per per- 
son. This will be distributed in direct com- 
pensation, as well as training and devel- 
opment programmes. In theory, the offi- 
cials say, it should significantly raise the 
living standards of those who are dis- 
placed, most of whom are peasants. 
Official Chinese press reports say more 
than 14,000 people have successfully been 
moved already. But there are indications 
the whole resettlement plan could un- 
ravel. Sichuan governor Xiao Yang has 
publicly complained that the migrants — 
most of whom live in his province — are 
"distressed" because no one has clearly 
spelled out their fate. Meanwhile, Gan 
Yuping, vice-governor of Sichuan prov- 
ince, has accused dam officials of divert- 
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ing funds earmarked for resettle- 
ment. 

A key problem, according to an 
internal-security document from 
Wanxian county, to which thou- 
sands will move, is that farmers in 
the fertile valley are to be moved to 
poorer and already crowded vil- 
lages. The report says "dissatisfac- 
tion of resettlers combined with the 
instigation by troublemakers will 
undoubtedly cause chaotic inci- 
dents such as sit-ins, demonstra- 
tions, petitions and even criminal 
acts, including beating, smashing, 
looting, ransacking and kidnap- 
ping." 

Human-rights activists fear re- 
sistance will provoke heavy-handed 
policing. New York-based Human 
Rights Watch/ Asia says it has ob- 
tained Chinese documents showing 
that at least 179 people were de- 
tained in 1992 for opposing the 
dam. Chinese newspapers, mean- 
while, have urged the government 
to step up security in the region to 
guard against vandalism and ter- 
rorism. ^I can easily see the entire 
region becoming a police state 
within a police state,” says Robin 
Munro, Hong Kong director of 
Human Rights Watch/ Asia. 

That's not to say all potential funders 
will shun the Three Gorges project. Its 
benefits, if China's planners are right, 
make it attractive in the long run. And 
supporting the project may give foreign 
businesses clout when it comes to negoti- 
ating other deals with China. 

The fate of the dam may depend on its 
developers' ability to push it quickly to 
the point of no return. Some experts think 
that point will come in the next several 
years. But some critics figure that they 
have a chance of stopping the dam until 
at least 2003, by which time the river will 
have been diverted and construction of 
the main dam will have begun. 

Until then, the project will have to clear 
major political and economic hurdles. Dis- 
content with the lack of democratic de- 
cision-making in the project remains a 
factor. “How dare they build something 
as big as this without considering our 
views," demands a delegate to the Chinese 
People's Political Consultative Conference, 
a governmental advisory body. 

Other critics question whether the 
Three Gorges' pay-off will outweigh the 
sacrifices — which will inevitably include 
diversion of funds from other infrastruc- 
ture projects, and perhaps higher infla- 
tion. “In a transitional economy like Chi- 
na's, if they really try to build it, the re- 
sults will be disastrous," says Hong Kong 
University economist Xiao Geng. “I think 
if there's a shift in leadership, it will al- 
most definitely be abandoned." = 
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Identity 
Crisis 

Tax rise has Jakarta 
hotels removing signs 





By John McBeth in Jakarta 
[- or many of the hotels that dot down- 





town Jakarta, the writing is on the 

wall. The city administration has 
recently jacked up a tax on signs by a 
hefty 800% or more. That's set off a scram- 
ble among hotels to get the writing, well, 
off the wall before it becomes a major 
financial liability. 

As with a similar duty on billboards, 
the sign tax is nothing unique to Indone- 
sia. It's just another way for city fathers 
anywhere to raise money. But foreign 
hotel executives, nursing their wounded 
wallets, say Jakarta charges more than any 
city in the world. Now they're 
banding together to try to per- 
suade the municipality to lower 
its charges. 

Jakarta introduced a sign tax 
about two years ago but is only 
now stringently enforcing it. 
Levying the tax entails a complex 
assessment that takes into ac- 
count the size of the sign, whether 
it's illuminated, whether it's on 
the top of the building or at 
ground level, the distance from 
which it can be viewed, and what 
part of the city the building is in. 

The Sari Pacific Hotel was the 
first to take down its illuminated hotel 
sign, as far back as a year ago. Mexico's 
president may have trouble finding the 
Sari Pacific when he stays there during 
next month's Asia-Pacific Economic Co- 
operation (Apec) summit. Apart from an 
easy-to-miss sign at the entrance, the 
building might as well be an office block 
with a well-lit lobby. 

Farther down Jalan Thamrin, one of 
the city's busiest thoroughfares, the Man- 
darin Oriental has just finished replacing 
three illuminated signs with two of its 
distinctive fan motifs. The management 
says it's saved US$130,000 a year. Tour- 
ists who don't know the hotel would be 
advised not to approach it from its some- 
what anonymous south side. 

Over at the Jakarta Hilton, reputedly 
the most profitable Hilton in the world, 
they're thinking of taking down the illu- 
minated sign atop the hotel — one of five 
that adorn the three-block complex. A 
spokesman declined to reveal the hotel's 
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tax bill, but did allow it was "quite a 
heavy cost." 

United States President Bill Clinton 
and Japanese Prime Minister Tomiichi 
Murayama, the two most important 
guests at the Apec summit, won't have 
trouble finding the hotel. The manage- 
ment says it doesn't intend dismantling 
the sign until after the big meeting — 
largely because of the logistics involved. 

The Borobudur Hotel, close by the For- 
eign Ministry and the Grand Mosque, re- 
moved its two rooftop signs about two 
months ago. Total savings: US$72,000 an- 
nually. Borobudur tried to negotiate with 
the taxman, but as a hotel spokesman put 
it: "There just wasn't any way they were 
going to change their assessment." 

At the Shangri-La, the newest and 
tallest on the block, there are grumbles 
aplenty as well. The 31-floor tower sports 
two signs on its north and south facades 
and big "S" motifs to the west and east. 
Because of the hotel's height and visi- 
bility, and a recent upgrading in its 
zoning classification, these are proving to 
be expensive adornments: well over 
US$100,000 a year, by most estimates. 

Across the circle from the Mandarin, 





Advertise — and pay. 


all is quiet at the Hotel Indonesia and the 
Grand Hyatt. With a wink and nod, rival 
hoteliers point out that the grande dame 
Hotel Indonesia is a government-run 
establishment. The Grand Hyatt is owned 
by Plaza Indonesia Realty, part of the 
Bimantara group headed by President 
Suharto's second son, Bambang Trihat- 
modjo. 

The five-star Hyatt, which will host 
Australian Prime Minister Paul Keating 
and Brunei's Sultan Hassanal Bolkiah 
during the Apec summit, has no inten- 
tion of removing any of its three taste- 
fully crafted signs. 

The Hotel Indonesia appears equally 
unruffled. "Our hotel is 100% owned by 
the government and 100% by the people 
of Indonesia," says an executive. "We're 
not afraid of this. If they try and make us 
pay, then the minister will scream. And if 
the minister screams, the president will 
scream. Everyone will be screaming." 
Point taken. п 
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Strong Foundations 


Japanese builder Nishimatsu looks to its strengths 





By Henny Sender in Tokyo ү; 
| n the late-1980s heyday of the bubble 





economy, most Japanese building 

contractors turned themselves into 
property developers. Not Nishimatsu 
Construction. Having resisted temptation, 
it’s now reaping its reward. As other com- 
panies grapple with the effects of deve- 
lopments that went bust, Nishimatsu 
stands out as having one of the cleanest 
balance sheets in the industry. 

Second-tier Nishimatsu’s net profits 
topped ¥29.5 billion (US$295 million) in 
the year to March, the highest earnings of 
any Japanese construction firm except for 
Taisei. Moreover, Nishimatsu made its 
profit (a 4.2% rise from the previous year) 
on revenues of ¥561.5 billion — much 
smaller than many of its rivals. 

“We are a single-hat company,” ex- 
plains Mikio Kunisawa, Nishimatsu's sen- 
ior managing director. “We do not wear 
the two hats of being client and contrac- 
tor. All our orders are from outside. There 
is quite a big difference between us and 
the big five.” 

Wearing only one hat goes a long way 
in explaining Nishimatsu’s relatively good 
fortune. At the end of March, it had or- 
ders of ¥700 billion on its books, down 
only 13% from last year; orders at compet- 
ing firms have dropped two to three times 
as steeply. Kunisawa predicts profits will 
hold steady or even improve slightly in 
the year ahead. Meanwhile, thanks to its 
abstinence, Nishimatsu’s balance sheet 
carries no non-performing assets. 

Cleanliness is nevertheless a relative 
concept in Japan. Nishimatsu is among 
53 firms that the United States, in a law- 
suit filed in Tokyo on September 16, 
accuses of rigging bids for jobs at an 
American naval base in Ayase, west of 
the capital. In an unrelated case in 1992, 
the Japanese Government suspended 
Nishimatsu’s status as a designated con- 
tractor for several months after it was 
found guilty of bid-rigging. 

Still, in a country where construction 
scandals are as frequent as common colds, 
Nishimatsu was never as dependent on 
the traditional system of winning bids as 
its competitors were, says Kunisawa. 
Being an outsider may pay off in the long 
run; under a new system of awarding 
public-sector contracts that was intro- 
duced in April, Nishimatsu will be play- 
ing on an even field. “The new system 
has great merit for a company like ours,” 
says Kunisawa. “Now there is free 
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competition.” 

Much of the credit for weathering what 
some call the “long winter" in Japan's 
troubled construction industry must go 
to Taira Shibata, Nishimatsu’s president 
for 11 years. During the boom and bust 
years of the early 1970s, land prices rose 
faster than economic growth — only to 
come crashing down again. In the 1980s, 
having grown careless on a diet of low 
interest rates and optimistic demand fore- 
casts, Japanese contractors expanded too 
aggressively. They became developers as 
well as builders, both at home and abroad. 
But demand failed to match expectations, 
leaving most of them with swollen inven- 


i>, Despite relatively small 
sales, Nishimatsu's 
profits are the second 
highest in the industry 
Y billion 


20 


Taisei Shimizu Nishimatsu 





Obayashi 


Sales (left scale) Ме! profits (Right scale) 
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tories and shrunken order books. 

Unlike his rivals, Shibata adopted a 
conservative strategy. He kept the firm 
from investing in real estate with bor- 
rowed funds, and spent the bubble years 
paying off debts rather than acquiring 
new ones. 

“Management has made a big differ- 
ence,” says Yukiaki Hayashi, a vice-presi- 
dent at Merrill Lynch in Japan. “Other 
companies have huge bad debts and 
liquidation losses. They went into deve- 
lopment to expand their orders — they 
advanced loan guarantees. But Nishi- 
matsu didn’t do that.” 

By way of illustration, contrast Nishi- 
matsu’s position with that of construction 
giant Kumagai Gumi. During the late 
1980s, Kumagai embarked on a disastrous 
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overseas expansion, paying too much for 
properties and taking equity stakes in 
projects in the U.S. and Australia that later 
went bust. When Taichiro Kumagai, 
grandson of the founder, became presi- 
dent of the company in 1987, he was an- 
xious to make his mark by increasing as- 
sets. “He was still getting his feet wet,” 
says an industry analyst. “There were no 
adequate brakes.” 

Today Shibata’s caution seems to have 
paid off. While most industry executives 
speak of retrenchment, Nishimatsu’s talk 
of expansion. Some of this year’s ¥5 bil- 
lion research budget, for example, will be 
channelled into improving technology for 
dust-free and earthquake-resistant build- 
ings. The company, a pioneer in large 
civil-engineering projects, is also improv- 
ing its skills in building nuclear-power 
plants and underground substructures — 
it’s even experimenting with designs for 
underground cities. 

One way Nishimatsu is beating the 
competition is by increasing its strength 
offshore. Most of Japan's big construction 
companies, such as Obayashi and Shi- 
mizu, depend on foreign assignments for 
only à small fraction of their total orders. 
But Nishimatsu hopes to increase its in- 
ternational contracts to Y100 billion in the 
current fiscal year, up from Y66 billion in 
fiscal 1993. 

Nishimatsu's biggest overseas project 
is its share of work on Hong Kong's new 
airport. But that may soon be overtaken 
by orders from Malaysia. In July, Nishi- 
matsu submitted proposals to build the 
terminal for the new Kuala Lumpur air- 
port. (Japan's Kajima and Taisei also sub- 
mitted bids, as did Hyundai and Daewoo, 
two of South Korea's biggest industrial 
groups.) 

This reliance on overseas work has 
proved far-sighted, given the recession at 
home. It is also unusual. "In Japan, the 
nature of the construction contract is so 
different from the rest of the world," says 
Keiji Fujimaki, general manager of Nishi- 
matsu's international operations. "So since 
the mid-1970s, we have hired expats." 

Competition from abroad is getting 
fierce. South Korean firms have been 
scouring Asia for construction work and 
"quoting ridiculous money," says Fuji- 
maki. It's not just a matter of prices, 
though. A former South Korean execu- 
tive, recalling how his company beat 
Nishimatsu for a Singapore contract a few 
years ago, says Korean construction work- 
ers are more willing to work abroad than 
their Japanese counterparts. 

Fujimaki now also expects competition 
from China firms on Asia projects, espe- 
cially for tunnelling and heavy engineer- 
ing. This kind of challenge is one reason 
why most Japanese construction firms 
have never cared to venture offshore 
before. " 
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Through the Roof 


Takeover talk boosts Yeo Hiap Seng's Malaysian unit 


‚Ву. S. Jayasankaran in Kuala Lumpur 


owards the end of September, Sin- 

] gapore's Yeo Hiap Seng denied it 

was "negotiating directly" with any 

party to sell its 40% stake in Yeo Hiap 

Seng (Malaysia), a beverage and sauces 

maker listed on the Kuala Lumpur Stock 

Exchange. Clearly, that denial didn't con- 
vince the market. 

By October 11, shares of YHS Malay- 
sia, which most analysts value at M$4.50 
(US$1.76) each, were trading at around 
M$15.30, or about 100 times last year's 
earnings. That values the company at 
M$1.4 billion, placing it among the coun- 
try's top 50 companies by capitalisation. 

Why such interest? According to 
sources tracking the purported deal, YHS 
Malaysia is in the throes of being taken 
over by two of Malaysia's up-and-com- 
ing businessmen — Teh Soon Seng and 
Ishak Ismail. Both control other quoted 
companies; this would be the first time 
they have banded together directly in a 
formal alliance. Teh has two listed flag- 
ships, timber company Aokam Perdana 
and property developer Golden Plus, 
while Ishak is the largest shareholder in 
timber and finance counter Idris Hydrau- 
lic., 

The mere prospect of the combination 
has analysts salivating. Teh, 35, has nur- 
tured Aokam into a profitable timber 
giant, while Ishak, 40, is a streetwise mar- 
ket player and longtime confidant of 
Deputy Prime Minister Datuk Seri Anwar 
Ibrahim. Despite his connections, Ishak 
has yet to land a major slice of any of the 
privatisation deals recently offered to 
Malaysian businessmen. That, say the 
sources close to Teh, is exactly what YHS 
Malaysia will be used for. 

According to the sources, the eventual 
target is the privatisation of the water sup- 
ply in Selangor, the country’s richest and 
most populous state. People close to Ishak 
say the project is worth M$4.9 billion and 
that it has been bagged by Puncak Niaga, 
a little-known private company. (It's not 
uncommon in Malaysia for obscure firms 
to win big privatisation deals.) Says one of 
the sources: "Teh and Ishak are negotiat- 
ing with Puncak's directors with a view to 
being taken over by YHS." 

If it pans out, the deal is likely to bea 
complex one. The Singapore parent com- 
pany would probably buy back YHS Ma- 
laysia's existing business and sell the shell 
for a premium. Then YHS Malaysia, once 
controlled by Teh and Ishak, would buy 
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into Puncak and its privatisation award 
by issuing new shares. It would be a tri- 
umph for Ishak: The privatisation of 
Selangor's water supply has been a much- 
coveted jewel since it went up for grabs 
early last year. 

Teh and Ishak may already have 
amassed close to 32% in YHS Malaysia at 
M$8-10 a share. According to a senior 
Kuala Lumpur-based broker, Teh placed 
five million YHS Malaysia shares through 
a Singapore brokerage, Prime East, for 
M$11-14 in early October. Says the bro- 
ker: "Teh always likes to have an institu- 
tional following. It gives 
him a degree of com- 
fort." 

The YHS Malaysia 
story is a complicated 
one. The initial rumours 
concerned Ishak only. In 
mid-September, stock- 
market investors began 
chasing YHS Malaysia's 
price upwards in heavy 
trading volume. In less 
than two weeks, its 
shares more than dou- 
bled to M$15.60. At one 
point, more than half its 
shares traded in a single 
day. 

Alarmed, the Kuala 
Lumpur exchange 
clamped down, declar- 
ing YHS Malaysia a 
“designated security” on 
September 26. Buyers normally have 
seven days to pay up; now, they must 
pay up front. That crimped speculative 
activity and the share price eased. 

But that was hardly the end of the 
frenzy. Starting on October 7, YHS Ma- 
laysia performed another leap to M$16.10 
before slipping back to around M$14. 
Analysts ascribe the bullish sentiment to 
the Teh-Ishak duo's purported entry. "It's 
a hot stock, that's for sure," says a re- 
search manager in.a foreign brokerage. 

No wonder. Where shares are con- 
cerned, Teh has something of a golden 
touch. He took over Aokam, a loss- 
making tin miner, in 1991, and injected 
his family-owned timber business. Today, 
Aokam is capitalised at more than M$4 
billion, placing it among the top 20 on 
the Kuala Lumpur exchange. 

Ishak has been instrumental in 
Aokam's success. His company, Idris, 
owns the forest concession in Sabah state 
that provides Aokam with a steady sup- 
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ply of logs at a fraction of their market | 
cost. That's what gives Aokam its whop- 
ping 48% profit margins. In addition, it. 
keeps Aokam’s shares up and fund man- 
agers content. Idris didn't have much | 
choice in the matter, apparently: The deal 
that secured its forestry concession was 
brokered and mostly financed by Teh iî 
1992, when log prices were much lower... 
than now. Even so, Teh returned the fa- 
vour in August this year, when he sold 
30% of Aokam's profitable plywood sub- 
sidiary to Idris at cost. vu 

But their linking directly to stalk | а 
listed company is something new. Previ- 
ously, Teh had always chosen to ally with. 
his ethnic-Malay partner in Aokam, _ 
Datuk Samsudin Abu Hassan. Teh has ^. 
known Samsudin since his student days 
in London, after which Samsudin worked 
for a state-owned property developer, Pe- || 
remba. Its chairman was Daim Zainud-- 
din, later finance minis- 
ter, with whom Same ^. 
sudin is widely identi- > 
Thus, Teh's initial |. 
ventures were with Same 
sudin, beginning in 1991 ` 
with Aokam. In 1993, he 
teamed up with Sam- 
sudin to help the latter 
broker a gaming deal in 
China for Samsudin's 
listed Granite Bhd. Sam- 
sudin has gone on to bè- 
come a corporate figure. 
in his own right, hold- 
ing stakes in a slew of. 
listed companies. He re- 
mains executive deputy ' 
chairman of Aokam. 

Even so, the Ishak: 
link has become crucial. 
to Aokam’s continued 
success. To demonstrate his belief in Ishak, . 
Teh bought 5% of Idris last year, and has _ 
said Aokam would ally with Idris in any | 
timber venture it chose to get involved - 
in. Analysts speculate that Teh is spread-. 
ing his risks by taking the alliance further 
and banding with another influential 

Malay. Indeed, many believe Anwar and 
Daim have fallen out. "Why should Teh 
put all his eggs in one basket?" asks a - 
Kuala Lumpur-based banker. "He's look- 
ing at the future.” 

That future could be privatisation deals. 
Yeo Hiap Seng, battered by losses in the · 
United States and racked by family strife, 
had always openly intended to take its. 
Malaysian operations private and sell the 
listed shell. It tried to do so last year with 
Malaysian banker-tycoon Tan Sri Azman 
Hashim, but the deal was aborted when it 
appeared to contravene Malaysia's r 
on reverse takeovers. Tels bid, say ba 
ers, would not: The rules exempt rever: : 
takeovers that facilitate privatisations. W 
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Stuck in Neutral 


Dhaka to use the funds it receives 
for development more efficiently. 
Finally, they can stand back and applaud. 
Finance Minister Saifur Rahman says the 
government implemented 94% of its Taka 


| ending agencies for years have urged 


| 96 billion (US$2.4 billion) Annual Deve- 


lopment Programme (ADP) in the year to 
June 30 — a record performance. A year 
earlier, the success rate was 84%. 

Better yet is that domestic funds are 
accounting for a larger share of the pro- 
gramme. Between 1990 and 1994, the lo- 
cal portion of ADP financing rose to 35% 
from nearly zero. For the current year, the 
ADP has been set at Taka 110 billion, of 
which the domestic 


contribution is expected Investment Would Help 


to reach about 38%. 

The fact that Dhaka 
is raising more money 
and trying harder to 
make more productive US$ billion 
use of it has a lot to do 25 
with reforms that have 
helped stabilise the 
economy over the last 
few years. The continu- 
ing streamlining of the 
bureaucracy to improve 
coordination between 
ministries has resulted 
in closer project moni- 0 
toring and more timely 
fund allocation. 

The rise in local ADP 
funds stems partly 
from improved tax collection. This also 
helped produce a budget surplus of Taka 
30.4 billion in fiscal 1994, up 50% from 
the previous year. The budget for the cur- 
rent year forecasts a Taka 36.8 billion sur- 
plus. The fiscal deficit for the year stood 
at 5% of GDP, down from 7% in 1991. 

The government's reform programme 
also has helped reduce the current- 
account deficit to 2.695 of GDP from 746 in 
1990-91 and has lowered inflation to 
around 2%. Such fiscal health has earned 
good marks from donors and paved the 
way for direct foreign investment. 

That critical investment, however, has 
been slow to arrive. Total investment, 
most of which comes from domestic 
sources, still hovers at about 14% of GDP 
— high enough to keep Bangladesh run- 
ning in neutral, but short of the magical 
18% or more required for faster growth. 

GDP grew about 5% in the year to June 
30; the growth target for 1994-95 is 6%. 
But the country can do better, multilat- 
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eral lending agencies insist. A growth rate 
of 7-8% could be achieved with a higher 
rate of investment, they say. 

According to Industries Ministry 
sources, industrial investment totalled just 
Taka 50 billion between March 1991 and 
June 1994. Of 1,909 companies that regis- 
tered with the Board of Investment dur- 
ing that period, only 217 were foreign- 
funded. 

The small amount of domestic invest- 
ment is not surprising given the stagger- 
ing amount of non-performing loans and 
interest rates that remain in the 12-15% 
range. The government has urged banks 
to improve their lending practices and rein 
in the bad debts. Says 
a foreign economist: 
"The default culture in 
this country has a long 
history and is govern- 
ment-induced. To save 
the country's banking 
system and the econ- 
omy, the central bank 
has to strictly monitor 
and enforce the rules." 

The distribution of 
government-sponsored 
loans for agriculture — 
which accounts for 
nearly two thirds of 
GDP — reached Taka 
10.9 billion during 
1993-94, up 30% from 
the previous year. Ad- 
ditionally, the govern- 
ment spent nearly Taka 70 billion in rural 
areas, two thirds of which was distrib- 
uted through the App. Agricultural pro- 
duction is estimated to have risen 2% for 
the year. 

For industry, Rahman says, banks 
sanctioned Taka 22.1 billion in credit dur- 
ing the last fiscal year. About 63% of that 
amount has been disbursed. The targeted 
industries — textiles, printing and light 
engineering, among others — are pro- 
jected to chip in another Taka 8.2 billion. 
To keep up the momentum, commercial 
banks have earmarked more than Taka 
31 billion in industrial loans for the year 
to June 30, 1995. 

Whether the infusion will improve the 
country’s trade balance is uncertain. Ex- 
ports in 1993-94 rose 6.3% from a year 
earlier to US$2.5 billion. Imports, how- 
ever, rose slightly more — 6.6% to US$4.2 
billion. The resulting trade deficit was a 
7% increase over the previous year's. 

п S. Kamaluddin 
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Fleece Street 


Vladivostok stock exchange proves a test of nerve 








By Jeffrey Lilley in Vladivostok 
ndrew Fox, the first foreigner to 
own a seat on the International 


As Exchange of Vladivostok, 


reaches behind his desk and drags out 
what looks like a 10-pound iron weight. 
“It's a railroad brake. And there's only 
one manufacturer in the region," explains 
Fox, the managing director of Pacific 
Gemini, an investment fund. "We recently 
bought an interest in the producer and 
put two directors on the board." The com- 
pany, Litmash Sibersevo, threw in the 
brake as a souvenir. 

It doesn't seem to matter to Fox that 
he knew little about Litmash's finances 
when he walked into 
the deal 18 months ago. 
He guessed that annual 
gross profits were 
about US$20,000, but 
could be much higher: 


REVIEW GRAPHIC/RAY LEUNG 


я : Index 
"Like most companies 180 
here, they make more 160 
than they say." Reti- ду 
cence keeps the taxman 120 
at bay. 100 

Other signs suggest- 80 
ed it might be a good 60 
deal. For one, shares in ai 
the brake-pad manufac- | 


turer were dirt cheap — 
КЫ 10 each, or less than 
1 U.S. cent, at the then- 
prevailing exchange 
rate. (At the end of Sep- 
tember, they were trad- 
ing at КЫ 300, or about 10 cents.) More- 
over, Fox expects demand for brake pads 
to climb as Russia’s trade with the Asia- 
Pacific region rises. 

The problem is that in the wild and 
woolly frontier-like atmosphere of the 
Vladivostock exchange, companies in- 
deed may be cheap; but there are few 
familiar guideposts to help investors 
guess whether a former state-owned en- 
terprise might ever make money. Little 
more than gossip and guts drive deci- 
sions in a market that has yet to hear 
about regulation. 

For starters, companies don’t have to 
meet a minimum capitalisation to list. 
Disclosure rules don’t exist and balance 
sheets are a rarity. Financial analysis, as 
a result, is more akin to fortune-telling 
than in perhaps any other emerging mar- 
ket. 

Personal conversations figure largely 
in the equation. “Our companies have a 
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Summer Heat 


International Stock Exchange 
of Viadivostok 


Vladivostok brokers: 
gossip, guts and 
dreams. 





very short history in 
the market system,” 
says Sergei Pavlenko, 
vice-president of Asia- 
Pacific Region Securi- 
ties in Vladivostok. 
“Subjective evaluations 
have a big say.” 

Unloading shares 
could be problematic. 
Without a modern 
clearing system, trans- 
actions can take up to a week to process. 
No deals made over the phone are con- 
sidered official. Contracts must be signed, 
delaying the process. Purchasers often 
must travel thousands of kilometres to 
record share ownership in a company’s 
register. As a result, the exchange sees 
only about six transactions a day. 

The seat-of-the-pants approach has not, 
however, scared away foreign money. 
After an initial lacklustre year of trading, 
the market’s index saw an eight-fold in- 
crease in the first nine months of 1994. It 
was largely due to overseas funds. Turn- 
over for the period was nonetheless a pal- 
try КЫ 34 billion (US$12 million). Still, in 
a positive sign, 90% of that occurred be- 
tween July and September. 

Especially popular companies are Far 
Eastern Shipping Co. (Fesco), the Vladi- 
vostok and Vostochnyy ports, Vladivos- 
tok Refrigerated & Trawling Fleet Base 
and Vostoktransflot. These companies to- 
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gether make up half of the exchange's 
modest market capitalisation of US$400 
million. The other 345 listed companies 
account for the rest. 

The summer's stock-buying binge has 
been met with scepticism among Vladi- 
vostok's growing foreign community. 
"The stockmarket is jumping on dreams," 
warns a Western businessman who lives 
in Vladivostok. "It's uncontrolled, unregu- 
lated and grossly exaggerated. Some bub- 
bles are going to burst." 

The bubbles began to form two years 
ago when Russia privatised 15,000 state 
enterprises. About 300 of those companies 
were based in the Maritime Region, the 
most populous area of the Russian Far 
East. 

Ownership was redistributed among 
workers, managers, private citizens and 
government agencies through a voucher 
system. Savvy entrepreneurs moved in 
quickly to set up investment funds and 
brokerage houses and bought up vouch- 
ers. Now, stocks have replaced the 
voucher system as firms aim to cash in 
on growing foreign interest in Russia's 
equity markets. 

Indeed, foreign investment in Russia 
is at an all-time high. In the three months 
to August, total foreign investment aver- 
aged US$600 million a month, up from 
just US$150 million a month at the start 
of the year, according to the Russian Gov- 
ernment. Most has been in foreign port- 
folio investment, with about US$40-50 mil- 
lion going to the Russian Far Fast. 

The recent spate of activity on the 
Vladivostock exchange is just a fraction 
of the total investment taking place. Only 
25% of deals are done through the stock- 
market; the rest take place over the coun- 
ter in Moscow. Baring Securities, for in- 
stance, recently took the less formal over- 
the-counter route to invest US$20 million 
in shares of Russian Far East companies. 

Still, the Vladivostock market has 
proved a relatively able vehicle for fun- 
nelling capital into the region. Located in 
a cavernous hall that was meant to house 
the regional archives of the Soviet Com- 
munist Party, the exchange has the most 
modern trading floor in Russia. With a 
self-designed computer-matching trading 
system, the market is open three days a 
week to 65 registered brokers. They exe- 
cute deals and check prices in study-hall 
silence on 14 terminals, patiently waiting 
their turn when there is a line. 

Fund manager Pavlenko says he ex- 
pects foreign investment on the exchange 
to jump to US$50-100 million in 1995. He 
and other local analysts insist there are 
still great deals to be had. Pavlenko rec- 
ommends export-oriented firms such as 
those involved in shipping, fishing and 
timber, as well as companies tied to tour- 
ism. Their access to hard currency helps 
serve as a brake against a weak rouble. 
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But lurking behind any acquisition is 
the issue of control. Both the national gov- 
ernment and workers’ collectives remain 
shareholders in many companies. Each 
may present problems. Moscow, which 
still holds a 20% stake in numerous large 
enterprises, can force companies to act on 
its behalf, regardless of market interests. 
It can also withhold licences for, say, fish- 
ing or hard-currency operations. 

In many other companies, a workers’ 
collective and management together re- 
tain a controlling 51% stake. The group 
may welcome equity investment but shut 
the door on stockholder input. On the 
other hand, 20% of shares in a company 
can bring two positions on the board of 
directors and the leverage to influence 
policy. 

Fox, a former Eurobond trader in 
Australia, has seen both sides. Wielding 
his 34% stake in Litmash, he had the 
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Sink or Swim? 


Far Eastern Shipping looks for a bailout 





By Jeffrey Lilley in Vladivostok 
| ife would be a lot easier for Pavel 





Vasilchenko if all he had to worry 
about was how to raise money to 
replace the ageing fleet of Russia's Far 
Eastern Shipping Co. (Fesco). But as 
manager of the company's planning 
department, Vasilchenko has others things 
on his mind — like the company's kin- 
dergartens, its hospitals and housing for 
thousands of employees. He has to find 
ways to pay for all of those, too. 
Although Fesco has been privatised, 


the process didn't include the immediate 
cutting of all socialist strings. "We're a 
state within a state,” laments Vasilchenko 
as he weighs bank loans, stock issues and 
interest-rate differentials in his office over- 
looking Vladivostok's Golden Horn Bay. 
“Many of our expenses go to maintaining 
social benefits." 

The costs of the cradle-to-grave secu- 
rity blanket that Fesco maintains, com- 
bined with high taxes — up to 4096 on 
profits alone — leave little for the com- 
pany's main business. It's a problem that 
plagues many of Russia's half-privatised 


director replaced. He has be- 
friended the new management, 
and now Litmash is research- 
ing exports of brake pads to 
Australia. 

But managing other invest- 
ments hasn't been so easy. Fox 
was forced to justify his 15% 
purchase in a construction com- 
pany at a shareholders' meet- 
ing. "It's all about control, a 
hangover from the old era,” he 
says. "I stood up and explained 
my interest and they seemed to 
come around." It remains to be 
seen whether his investment 
does likewise. п 


Vladivostok: a market likely to be marginalised? 


It's Better in Moscow 


Vladivostock's appeal as an 
investment destination quick- 
ly faded for Jim Mellon of 
Hong Kong-based Regent 
Fund Management. When he 
travelled there in July to size 
up the Russian Far East, his 
connecting flight from Seoul 
was delayed for three days. 
He eventually arrived to find 
an airport in "chaos." 

To get a better sense of the 
city, he arranged a sightsee- 
ing trip. But the guide ran 
out of things to show him 
after about 20 minutes and 
they returned to the hotel; 
Mellon says the building was 
depressing. 

He didn't buy any shares, 
either. “We went to Vladivos- 
tok with the view of includ- 
ing it in our Asian portfo- 


82 


lios," says Mellon, Regent's 
managing director. “But from 
a fund-management view, I 
can't see anyone making а 
credible product out of in- 
vesting in Vladivostok." 

Markets, after all, are 
made of more than compu- 
ters. Fund managers are 
looking for liquidity, mean- 
ingful pricing and accurate 
financial information. In Vla- 
divostok, Mellon found none 
of that. “The prices are very 
divergent. One day it could 
be 50,000 rubles, the next 
20,000,” Mellon says. "And 
getting information out of the 
companies was like pulling 
teeth." 

Regent instead will funnel 
the US$45 million it raised 
for investment in Russian 


equities through Moscow. 
Although it has problems of 
its own, "Moscow is where 
the money is going and the 
advisers are going," says 
Mellon. “Апа it won't be too 
long before Moscow domi- 
nates and markets like Vladi- 
vostok become very mar- 
ginal." 

Moscow is also the better 
place to find bargains, Mel- 
lon says. For example, he 
estimates, investors in an 
energy company like Lukoil 
are paying 3 U.S. cents a bar- 
rel for its oil reserves, com- 
pared with US$7 a barrel for 
comparable Western outfits. 
By contrast, Vladivostok's 
Far Eastern Shipping Co. of- 
fers old, poorly equipped 


ships and dubious account-: 


ing. "From an operating 
view, it's a disaster," he says. 
m Gary Silverman 
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enterprises. And, like others, 
Vasilchenko is turning to inter- 
national markets to raise the 
US$70-90 million that Fesco 
thinks it will need over the 
next five years to stay above 
water. 

Fesco would like to issue 
more shares to raise part of the 
funds. But current law forbids 
it to do so while the govern- 
ment remains a shareholder. 
The Ministry of Transportation 
has refused to part with the 
20% of Fesco stock it holds. A 
compromise, however, looks to 
be in the works. The Russian 

Government is expected to 
issue a decree on stockmar- 
ket operations soon that 
would allow new stock is- 
sues while it retains an own- 
ership stake. 

The shipping company 
nevertheless wants the gov- 
ernment to part with its 
stake, "to untie our hands," 
as a Fesco official puts it. But 
the ministry refuses to give 
up the leverage its shares 
bring. 

"Private shareholders 
don't work for the govern- 
ment," says a ministry offi- 
cial. "They think only of 
profit. Until our market starts 
working correctly, we won't 
sell our shares. We must 
think of the transportation 
system." In August, the 
ministry insisted that Fesco 
carry urgent shipments of 
food and fuel to Russia's 
north. 

Fesco did, but it's still 
looking to the stockmarket to 
eventually free it of such 
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obligations. The company was privatised 
in 1993, when it listed 1.6 million shares 
at US$10 each. They now trade at close to 
US$82 in Moscow's over-the-counter mar- 
ket but only around US$52 on Vladivos- 
tok's International Stock Exchange — a 
discrepancy that illustrates the gaping im- 
perfections of Russia's equity markets. 
Fesco's fleet of 169 cargo ships and nine 
ice-breakers have a book value of nearly 
US$1 billion, well above the company's 
market capitalisation of US$131 million 
(based on the Moscow price). 

Some foreign fund managers aren't 
impressed. "Apart from access to Vladi- 
vostok, they have no comparative advan- 
tage over any shipping company," says 
Jim Mellon, managing director of Regent 
Fund Management in Hong Kong. "It's 
got a Soviet-style management that is 
much more inclined to lobby for favours 
than develop a business. To that extent, I 
don't think it's a bargain." 

At best, says Mellon, "it's an asset play 
in the sense that if you beached the whole 
fleet and scrapped it, you could get your 
money back." 

Fesco knows its fleet is becoming a 
liability. Half the company's ships are 
more than 20 years old. Insurance premi- 
ums are high. If it can raise financing, the 
company plans to buy 20 new vessels and 
scrap 50 old ones. 

Three ships are already on order from 
a former nuclear-submarine shipyard in 
Komsomolsk-na-Amur, 1,000 kilometres 
north of Vladivostok. For speedier deliv- 
ery, Fesco has contracted with a Polish 
manufacturer for three container ships at 
about US$20 million each, double the 
price of the Russian ships. It hopes to get 
a loan from the European Bank for Re- 
construction and Development to cover 
60% of the purchase. 

The company is also trying to cut costs. 
It has spun off some operations and 
slashed its workforce to 17,000 from a high 
of 60,000 during the 1980s. Some em- 
ployees were transferred across town to 
Acfes, a successful trading company that 
started out as a supply store for Fesco 
workers. Today Acfes, in which Fesco re- 
tains a 10% stake, runs Toyoto and Nis- 
san car-dealerships, and operates a hotel. 
In addition, it will soon open the first 
Coca-Cola bottling plant in the Russian 
Far East. 

Currently, foreigners hold close to 10% 
of Fesco stock, with Citicorp and CS First 
Boston the major shareholders. Fesco exe- 
cutives are counting on more help from 
overseas. They are studying the possibil- 
ity of offering Fesco stock on foreign ex- 
changes, although this is still illegal un- 
der Russian law. And by 1995, the com- 
pany expects to have its first foreigner on 
its nine-member board of directors. The 
position is open to any shareholder who 
owns 10% or more. a 
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Tough as Steel 


Taiwan’s largest steel maker speeds up privatisation 








By Emily Thornton in Taipei 

eing a state-run company isn’t all 
Б bad. Just look at Taiwan's China 
Steel. Despite government owner- 
ship, it's one of the world's most profit- 
able steel makers. 

Still, company executives figure they 
could do even better without government 
interference. Now it looks as if they might 
get their wish sooner than expected. "If 
we're lucky, by the end of this year China 
Steel will only be 43% government- 
owned," says a senior executive at China 
Steel. “We'll be free." 

Government officials want to push for- 
ward the privatisation target date of June 
1995 by six months, company executives 
say. Under the plan, which has not been 
disclosed previously, China Steel will whit- 
tle state ownership to 43% by the end of 
the year from the current 67% by selling 
1.75 billion shares to the public and em- 
ployees. 

Company executives say that China 
Steel, the largest of the nearly two dozen 
companies in Taiwan that the government 
is currently privatising, needs the freedom 
of private ownership to become more 
competitive. Until the government's share 


Strength in Steel 








Taiwan's steel market shows 
steady growth, in contrast to the 
depressed world market 


aoo Million metric tonnes 


800 
760 
720 
680 
640 


30 
25 
20 











'86 87 '88 '89 '90 '91 '92 '93]'94 '95 

Wil Global Steel Supply (Left scale) 
Wi Taiwan Steel Consumption (Right scale) 

Source: Jardine Fleming 


FAR EASTERN ECONOMIC REVIEW 


NOlLVHOdHOO 1331S VNIHO/H3I1IVHO :OLOHd ОМПНО OSNIH/DIHdVH9 M3IA3H 


drops below 50%, the company's budget 
and significant policies must be approved 
by the Legislative Yuan. 

On the face of it, privatisation hardly 
seems to have hurt the company, which 
posted sales of NT$66 billion (US$2.5 bil- 
lion) and net profits of NT$8.9 billion in 
fiscal 1994, which ended June 30. 

Thanks to booming domestic demand, 
China Steel is already operating at well 
over its rated capacity. It cranks out 6 mil- 
lion metric tons of crude steel a year, even 
though its facilities were designed for only 
5.6 million. Even then it can't meet the 
demands of Taiwan's booming economy. 

China Steel sells about 80% of its pro- 
duction at home. That's because all of the 
country's steel mills combined can only 
supply about half of the 23.9 million met- 
ric tons of crude steel needed by Taiwan's 
expanding manufacturers. 

"Part of the reason for China Steel's 
high profitability is that at this point they 
can sell whatever they want," says Chris- 
topher Yuan, who follows the company 
for Jardine Fleming in Taipei. Yet the com- 
pany is not abusing its dominant market 
position. Informal pressure from the gov- 
ernment to keep prices down and modest 
tariffs of around 7% on imported steel 
products keep China Steel from raising 
prices as much as it could otherwise. 

Privatisation, executives say, will allow 
the company a freer hand in meeting its 
target of increasing productivity by 40% 
over the next three years. Productivity 
must increase because China Steel can't 
count on cheap labour any more: Its aver- 
age worker is now 39.6 years old and earns 
NT$1.2 million (US$46,000) annually. 

Asa huge, but largely vacant company 
dormitory looming over the company's 
factories attests, China Steel has tried to 
attack the problem of high labour costs 
by paring back new hires. Still, that hasn't 
been enough. 

Managers say that salaries won't be 
lowered once the company is no longer 
government-owned. But when asked 
about possible layoffs, their silence indi- 
cates there are no guarantees. 

China Steel will freeze hiring even 
while it is building another blast furnace. 
The capacity expansion will give it 8.5 
million metric tons of annual steel-mak- 
ing capacity by 1997. 

Productivity is already impressive. In 
fiscal 1991, China Steel's productivity 
amounted to 644 metric tons per worker, 
compared with 429 metric tons per worker 
at America's USX and 678 metric tons at 
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Japan's МКК. This year it is running at 
around 710 metric tonnes per worker. 

China Steel wants freedom not just to 
-cut costs but to grow its business. Until 
now, the company has had to wait an 
average of a year and a half for the gov- 
ernment to approve, or reject, its expan- 
sion projects. 

In one notorious case of interference, 
Taiwanese legislators in 1992 pressured 
China Steel to scrap its plan to invest in a 
joint venture in Malaysia. They insisted 
that the steel maker first expand its ca- 
pacity in Taiwan. 

Company executives insist they are 
not interested in overseas investment in 
the near term because they have to con- 
centrate on domestic expansion. 

But China Steel would like to increase 
its exports — now about 20% of sales — 
once the new blast furnace is completed. 
They note that it costs about the same to 
ship steel from China Steel's production 
facilities in Kaohsiung, in southern Tai- 
wan, to Taipei as to Hong Kong or South- 
east Asia. 

Privatising will also make it easier for 
China Steel to diversify. China Steel re- 
cently signed a joint-venture agreement 
with American silicon-wafer manufac- 
turer MEMC Electronic Materials to pro- 
duce silicon wafers for semiconductors. 

The most difficult problem China Steel 
must tackle is closing the quality gap. 
"Our productivity has reached the level 
of the Japanese and Korean companies, 
but we still need to boost our quality," 
says T. S. Huang, an engineer in the com- 
pany's plate mill. 

Better steel "is the only way to up- 
grade" the island's industry, says L. M. 
Chung, vice-president of China Steel's fi- 
nance division. "Otherwise, all of Taiwan 
is gone." 

While it's clear China Steel will even- 
tually privatise, it remains to be seen 
whether the company can do so by the 
end of the year. So far, Taiwan has suc- 
ceeded only in transferring two state-run 
firms into majority private hands since it 
embarked on its privatisation drive in the 
late 1980s. And in previous share offer- 
ings in 1992 and 1993, China Steel had 
difficulty persuading domestic investors 
to take up all the shares on offer. 

What's more, the recent performance 
of Taiwan’s volatile stock exchange does 
not bode well for an offering of more than 
one billion shares of Taiwan's steel giant. 
The Taiwan Stock Exchange's benchmark 
index slumped in the first week of Octo- 
ber and is down about 15% from a four- 
year high hit on October 3. 

“If the offering fell, then the market 
could also fall sharply,” says Logan Yeh, 
head of research at Nomura Securities in 
Taipei. “The government will not want to 
take that risk before the (December) elec- 
tions.” Е 
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Yu Should Know 


Scandal embroils chief of Hong Kong's Ming Pao 





By Jonathan Karp in Hong Kong 


ho is Yu Pun-hoi? That was the 
W question on many lips after Yu, 

a thirty-something upstart, took 
just four months to gain control of two 
Hong Kong-listed companies, including 
Ming Pao Enterprise, a prestigious Chi- 
nese-language newspaper group. Three 
years later, the revelation that Yu served 
time in a Canadian prison for fraud con- 
firms hunches that the aspiring media 
mogul has never given investors a com- 
plete answer. 








Yu acknowledged, in response to an 
October 10 newspaper report, that as a 
University of Saskatchewan student in 
1979, he was convicted of fraudulently 
using credit cards and cheques totalling 
C$4,600 (US$3,400). He was also found 
guilty of illegally possessing a pistol, and 
served four months in prison. “I have paid 
my dues,” Yu, 36, said in a statement, 
“and learnt my lessons accordingly.” 

Maybe not. Yu's failure to disclose the 
conviction earlier may be more serious 
than the mistakes of his youth. Hong 
Kong's securities rules require directors 
of public companies to declare all convic- 
tions involving fraud or dishonesty. Yu 
told reporters his failure to reveal his 
criminal record was "a genuine oversight 
and misunderstanding." Herbert Hui, 
head of the Hong Kong stock exchange's 
listing division, rejected that explanation 
as "hogwash." The exchange is to con- 
duct disciplinary proceedings against Yu, 
chairman and controlling shareholder of 
Ming Pao and South Sea Development, a 
property firm. 

Pending legal advice, Yu's companies 
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Yu's past could derail his corporate ambitions. 


have urged him to remain at the helm, as 
he has vowed to do, despite calls to re- 
sign. But the affair shines an unwanted 
spotlight on the publicity-shy entrepre- 
neur, and could delay or derail his ambi- 
tion to build a Chinese-language press and 
television empire around Ming Pao. 

Indeed, this latest dose of bad news 
caps a trying year in which Yu, through 
Ming Pao and his privately held invest- 
ment company CIM, absorbed a series of 
blows. The setbacks have underscored the 
complexity of his corporate plans and 
suggest he has overextended himself. 
Even before the revelations 
about his criminal record, Yu's 
empire was looking shaky. A 
former leader of a liberal Hong 
Kong civic-affairs group that 
produced the colony's most vo- 
cal pro-democracy politicians, 
Yu is now basing his business 
strategy on penetrating China's 
media market, a risky endeav- 
our even for those with the right 
connections or political pedi- 
gree. 

Yu's troubled year began in 
September 1993 with Beijing's 
arrest of Xi Yang, a Ming Pao 
Daily News reporter, for alleg- 
edly stealing Chinese state 
banking secrets. Xi's 12-year 
prison sentence drove home the 
pressures Yu and other Hong Kong news- 
paper owners face in the run-up to Chi- 
nese rule in 1997 — and beyond. Beijing 
later scotched Yu's plan to use a Chinese- 
owned satellite for CIM's Chinese Televi- 
sion Network (CTN), according to people 
on both sides of the negotiations. 

Some of Yu's woes were self-inflicted. 
Ming Pao's net profit for the year ended 
March 31, 1994, fell 24% from a year ear- 
lier to HK$160 million (US$20.7 million) 
— the first decline since the company 
went public in 1991. In addition to rising 
staff and newsprint costs, margins were 
squeezed by spending for an expansion 
drive entailing the purchase of a Chinese- 
language magazine, Yazhou Zhoukan, and 
new products. These included Hong 
Kong's first daily tabloid, a loss-maker 
that Ming Pao folded into a company pri- 
vately owned by Yu nine months after its 
launch. 

Yu, known as P. H. among friends and 
associates, seems bent on rapidly expand- 
ing his corporations at virtually any cost. 
That is a recurrent concern at CIM, which 
holds dominant stakes in Ming Pao and 
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South Sea but also has its own media and 
property ventures. Says a former CIM 
executive who expressed concern about 


| Yu overextending himself: “P. H. has a 


motto: If you expand fast enough, all the 
troubles you face today won't be trouble 
any more." 

Yu, described by fans and critics alike 
as a clever strategist, continues to play 


| the role of creative entrepreneur as he 


builds his corporate holdings. ^He's an 
ideas person, a deal maker," says Chris- 
tine Loh, a former business-development 
executive at CIM who has known Yu since 
their days in the Hong Kong Observers 
civic group in the early 1980s. But, adds 
Loh, now a Hong Kong legislator and one 


| of several senior employees to leave the 


company in the past year, "he needs a 
strong executive team." _ 
Except for Ming Pao and South Seas, 


| CIM has had few investments since its 


founding in the mid-1980s that produced 
healthy or steady cash flow, say former 
executives. Still, the money for expansion 
appeared to keep coming in. "P. H. has a 
good friend somewhere who makes these 
loans," says one. "I honestly don't know 
who it is." Yu has declined repeated re- 


quests for an interview. 


Clearly, Japanese banks and trading 
firms have helped out in the past. Several 
Japanese firms are among CIM's share- 
holders, though Yu retains majority con- 
trol. The absence of Western-style finan- 
cial reporting has cost CIM the opportu- 
nity to raise money in international finan- 
cial markets. A bid to raise US$50-70 mil- 
lion in convertible bonds last year 
foundered for lack of financial informa- 
tion, bankers say. 

A self-made millionaire, Yu courted 
Ming Pao's chairman and founder, Louis 
Cha, for three years — even as Cha was 
being pursued by the biggest press bar- 


| ons in the world, including Rupert Mur- 


doch and Robert Maxwell. In Ming Pao, 
Yu saw a publishing group with the repu- 
tation and profitability to anchor his fu- 
ture media conglomerate. Ming Pao Daily 
News, Hong Kong's fourth-largest news- 
paper (average 1993 circulation: 118,000), 
reaches a predominantly upper-income 
readership. 

"What is remarkable about the trans- 
action," says a former associate of Yu, 
“was the trust Cha placed in Yu." That 
faith formed the basis for Yu's creative 
approach to financing the Ming Pao pur- 
chase, completed in January 1992. Cha 
helped foot Yu's bill in the HK$454 mil- 
lion deal. Yu then sold CIM’s 51% stake in 


| South Sea to Ming Pao for HK$166 mil- 
| lion. (South Sea's main asset at the time 


was a Manila-listed firm that owned a 
hotel stake.) Yu then used the money to 
fund the purchase of Ming Pao. 

Ming Pao sank some HK$275 million 
in a subsequent South Sea rights issue and 
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lifted its stake to more than 70%. Then, 
the newspaper group last year sold off 
South Sea to separate its media operations 
from property activities. The share prices 
of both companies slumped more than 
25% in reaction to the way the deal was 
handled. 

On the editorial side, Ming Pao jour- 
nalists welcomed Yu, who retained Cha's 
last editorial executives and kept his 
hands off day-to-day operations. The Xi 
Yang affair, however, prompted a worry- 
ing reaction from Yu. After initial Ming 
Pao support for Xi against Chinese allega- 
tions of spying, Yu admitted in Beijing 
that his reporter might have broken some 
laws. Hong Kong reporters say that at 
best, Yu was acting naively to free his re- 
porter. The other scenario was that he was 
bowing to Beijing. 

"P. Н. faces a dilemma,’ 
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Yu associate. “He desperately wants to 
make up with China, but he can’t really 
push Ming Pao in the direction he wants 
‚.. It would cost him readers.” 

Unlike other Hong Kong publishers, 
Yu hasn’t received official public recep- 
tions by Beijing leaders, though he has 
developed a relationship with Chinese 
Communist Party elder Bo Yibo, associ- 
ates say. 

Through CIM, Yu made early strides in 
media ventures in China. With cleverly 
structured deals that kept CIM formally 
out of editorial control, Yu’s private com- 
pany created a cable-TV system in the 
central city of Wuhan. It also embarked 
on publishing ventures for newspapers in 
Beijing and Shanghai, though these came 
to naught as Chinese officials tightened 
their grip on investment in the media 
sector. " 
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PAKISTAN 

Cepa Power Deal 

Hong Kong-based 
Consolidated Electric Power 
Asia (Сера) signed a US$7.7 
billion deal with Islamabad to 
build a coal-fired power 
station and transmission 
lines, as well as develop the 
Thar coal fields in Sindh. 
Cepa intends to build eight 
coal-fired units of 600 
megawatts each and import 
30 million tonnes of coal until 
the Thar fields are ready. It 
will be guaranteed an 18% 
rate of return on investment; 
the rate may rise to 23%. 


CHINA 
Higher Steel Output 


Beijing plans to raise steel 
capacity to 135 million tonnes 
to meet projected annual 
demand of 120 million tonnes 
by 2000, China Chemical 
Industrial News reported. 
Quoting steel officials, it said 
China hopes to rely on 
domestic supplies for 95% of 
steel used in rails, power 
stations and ships. 


Shopping by TV 

China Central Television 
(CCTV) and the U.S. 
International Shopping 
Network agreed to begin 
airing a TV-shopping 
programme on CCTV from 
January. The show, to be 
called "World Window 
Shopping," will consist of 
three- to five-minute 
segments featuring foreign 
and local products. 


INDIA 
Trams for Delhi 


The Ministry of Surface 
Transport invited proposals 
for a high-speed tram system 
for New Delhi. The 167- 
kilometre network would run 
on elevated tracks along the 
median strips of major roads. 
The US$10 billion system is 
intended to offer an 
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Cepa chief Gordon Wu (/eft) takes on a Pakistan power deal. 


alternative to the city's diesel 
buses. Fast-growing New 
Delhi, estimated to have more 
than 10 million people, is 
rated one of the world's 
worst cities in terms of air 
pollution. 


U.S. Loan Backing 


America's Export-Import 
Bank agreed to guarantee 
20% of a US$47 million loan 
to Indian Petrochemical Corp. 
for construction of a 
petrochemical complex in 
Gujarat state. It's the first 
time the bank has 
participated in risk-sharing 
with Indian banks on a 

loan to a public-sector 
company in the country. 
The Bank of India and Bank 
of Boroda will guarantee the 
rest. 


PHILIPPINES 
Bataan Conversion 


A consortium of 
Switzerland's Asea Brown 
Boveri and two American 
firms, CMS Corp. and Fluor 
Daniels, proposed converting 
the mothballed Bataan 
nuclear-power station into a 
conventional plant using 
liquefied natural gas, Energy 
Secretary Francisco Viray 
said. After the US$1 billion 
conversion, the plant would 
produce 1,500 megawatts — 
more than double the target 


that had been set for the 
nuclear facility. 


Electronics Investment 
Three Japanese companies, 
Hitachi Metals, Uniden Corp. 
and Mitsui High-Tec, told the 
Board of Investments they 
plan to invest a total of P2.5 
billion (US$97 million) in 
electronics projects in the 
country's export-processing 
zones. 


SOUTH KOREA 
Share Limits Raised 


Limits on foreign investment 
in local stocks will rise to 12% 
from 10% on December 1, the 


Nuclear share of electricity 
generation in selected 
countries, 1993 
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Finance Ministry said. The 
foreign-ownership ceiling for 
companies listed on the 
Korea Stock Exchange will 
increase further to 15% by the 
end of 1995. 


Cash to Carry 


The amount of foreign 
currency a South Korean 
tourist can buy from local 
banks will double to 
US$10,000 per trip starting in 
January, the Finance Ministry’ 
said. In a further relaxation of 
currency rules, all residents 
will be allowed to use foreign 
currencies to pay for goods or 
services inside the country up 
to a value of US$10,000 for a 
single transaction. The moves 
are expected to boost 
circulation of foreign 
exchange within the country 
from next year. 


JAPAN 
Big Spender 


Tokyo adopted a 10-year 
public-works investment plan 
worth ¥630 trillion (US$6.3 
trillion). The focus of the plan 
is to build 1.6 million housing 
units in the Tokyo area and 
to improve social 
infrastructure, including 
parks and sewerage systems. 
The amount to be spent is 
nearly 5096 more than what 
was originally slated for the 
project. The announcement 
should please the U.S., which 
has urged Tokyo in trade 
talks to increase its public- 
works spending in order to 
stimulate domestic 
consumption. 


Nippon Credit Bailout 


Mitsubishi Bank said it will 
buy a majority holding in 
Nippon Credit Bank, the 
third-largest of Japan's 
specialised long-term credit 
banks. The cost is expected to 
be about Y100 billion. Media 
reports said Mitsubishi will 
also provide Y50 billion to 
help liquidate Nippon 
Credit's estimated Y500 
billion in bad loans. 
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п = а Taipei plummets 14.7% after payment defaults = = = Hong Kong skids as Middle 
East tensions rise т == Manila, Bangkok, Singapore drop slightly = = a Tokyo, Seoul 
post small gains in week ended on October 11 в в в 
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Prime Interbank Interbank Interbank 


Oct. 10 lending 1 month; 3 months} 6 monthst 
Australia 9.50 6.00 6.375 6.76563 
Britain 5.75 5.50 5.9375 6.50 


Hong Kong 7.75 4.875 5.50 5.875 
Indonesia 19.00 14.00 14.25 1475 
Japan *4.90 

"3.00 2.3125 2.375 2.50 


Malaysia 6.75 445 4.55 4.80 
New Zealand 950 745 7.75 8.00 
Philippines 13.00 8.00 8.3125 7.50 


Singapore 5.75 2.625 3.50 3.75 
South Korea {{1270 — — س‎ 


Taiwan 7.625 = = ج‎ 
Thailand 11.50 7.75 11.50 = 
U.S. 7.75 5.1875 5.625 5.875 


"Longterm "'Shortterm ++Monetary Stabilisation Bond (1 year) 
1Offered rate Source: Telerate and Review Data 
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TAIPEI 
B-o-i-n-g! 


iven that Taiwan’s latest stockmar- 

ket crisis has all the elements of a 
gripping whodunnit, it's a shame the story 
behind the plunge is mainly a new twist 
on an old plot. Even some of the charac- 
ters are familiar. 

It all started with defaults by Hung Fu 
Securities. These were no mere overdratts; 
the company's unmet obligations started 
at NT$200 million (US$7.6 million). A 
string of other defaults involving more 
than 15 brokerages followed, bringing the 
total to NT$3.4 billion. 

When the cheques began to bounce, 
so did the market. Starting on October 5, 
the weighted index slid 14.7% to close at 
6,125 on October 11. Brokers say even the 
Shanghai share market suffered side- 
effects, plunging 30% on October 7. Hung 
Fu and three other brokerages — Yung 





Fung, Ta Jiang and Feng Shan — were. 


closed by the Securities and Exchange 
Commission (SEC) for failing to settle pay- 
ments within the two-day legal limit. 

Hung Fu is controlled by the Hualon 
Group, whose chief owner is independent 
legislator о Da-ming. What gives the 
crisis an air of deja vu is the fact that Oung, 
among others, was linked to a similar 
episode two years ago. 

Hung Fu and Yung Fung accounted 
for the largest share of the latest defaults, 
or NT$1.8 billion. The amounts were 
chiefly owed for shares of Taipei's Impe- 
rial Hotel, according to brokers. Traders 
say this formerly non-performing stock 
had been ramped to more than NT$400 a 
share from NT$75 in January. 

А day after the market started its de- 
scent, Oung's chief assistant and three 
Hualon managers tried to leave the coun- 
try but were stopped at the airport. 

Although the politically influential 
Oung hasn't been directly linked with the 
defaults, he occupies a prominent role in 
the affair. Police who attempted a late- 
evening raid on his penthouse apartment 
encountered several dozen lawmakers 
from all three major political parties. They 
had been summoned to show support for 
Oung and prevent the confiscation of his 
business records. Another dramatic dis- 
play came on October 11, when independ- 
ent legislator Yeh Hsien-hsiu stood before 
Parliament and stabbed himself in the 
arm, apparently to claim innocence. 

In the 1992 crisis, the main defaulter 
was Lei Po-lung, a business associate of 
Oung. At the time, Oung said he would 


90 


SHROFF 


First payment 
default 





take responsibility for some of the epi- 
sode’s NT$7 billion in bounced cheques. 
However, financial obligations from that 
case remain unresolved. As a result, the 
SEC had to reach into its NT$9 billion in- 
surance fund to make good on payments 
to investors and restore market stability. 
It is doing the same now, leading bro- 
kers to doubt that regulatory authorities 
will ever be able to discipline market 
manipulators. They point to what hap- 
pened when Oung was prosecuted two 
years ago in a different scandal. Then, he 
was convicted and sentenced to two-and- 
a-half years in prison for the illegal sale 
of US$22 million in shares to the family 
of a cabinet minister. In June, à court or- 
dered a new trial of the case after Oung 

appealed against the conviction. 
ш Julian Baum 


TOKYO 


Could Be Worse 


tll be bad, but not that bad," says a 

fund manager at an American securi- 
ties company. He's talking about pros- 
pects for the late-October flotation of Ja- 
pan Tobacco (JD, formerly the state- 
owned cigarette monopoly. The 436,000 
shares up for grabs are probably worth 
nowhere near the Y1.4 million (US$14,380) 
per-share offer price set by the Finance 
Ministry. 

But chances are the ministry will be 
able to stave off a collapse when trading 
starts on October 27. That's a relief, says 
Shigeki Makino, a portfolio manager at 
Fidelity Investments, because — judging 
from the way the issue was initially man- 
aged — things looked dicey. The JT issue, 
in fact, replicates most of the errors made 
by Finance Ministry bureaucrats in ear- 
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lier privatisations, and adds a few more. 

One problem is that the company's 
basic business — selling cigarettes in Ja- 
рап — is being more rapidly eroded by 
imports than seemed likely when prepa- 
rations for privatisation started a year or 
so ago. The other is that the ministry's 
price-setting process was badly skewed 
by the results of a share auction, preced- 
ing the public offer, that the ministry or- 
ganised in August. 

Before that auction most analysts 
seemed to have settled on ¥700,000- 
900,000 as the upper limit for JT. “Even 
that was high considering that JT itself was 
hoping to get ¥520,000 a share in Septem- 
ber 1993,” says David Jensen of Smith 
Barney Shearson. But the auction results 
twisted things out of shape. 

Institutional investors mostly bid be- 
low Y800,000. But individuals, who bid 
for around 50% of the 230,000 shares auc- 
tioned in August, went higher, clearly re- 
membering that the ministry's offer of rail- 
way company JR East surged in value im- 
mediately after its late-1993 listing. The 
weighted average bid came out close to 
Y1.4 million — the price the ministry set 
for the issue. 

Then there was the public response to 
the general share offer. The ministry re- 
ceived applications for 21.2 million shares 
— more than 48 times the number on of- 
fer — from people who had been con- 
tacted by brokerage salesmen trying to 
fill quotas. "Most of the applicants prob- 
ably never meant to buy," says Jensen. 

Shroff's sources suggest that only 30- 
40% of the shares had actually been paid 
for by the October 11 deadline. A week 
earlier, it had been rumoured that up to 
three quarters might go unsold. 

The Finance Ministry has another 
chance: It will make a second allocation 
to investors who failed to qualify the first 
time round. But market participants are 
almost certain the ministry won't be able 
to unload all the public shares before trad- 
ing starts. The only good news, says Jason 
James of James Capel, is that the ministry 
probably won't insist on dumping any 
unsold shares on the market after trading 
starts. The ministry has not denied recent 
reports to that effect. 

Tokyo's stockmarket has probably al- 
ready discounted most of the potential 
damage from the [Т fiasco, says James. But 
there will certainly be red faces at the 
Finance Ministry, and Japanese investors 
who thought they could make money out 
of any privatisation issue will have 
learned a painful lesson. How much all 
this matters will become clear next time 
the ministry holds a sale. ж Charles Smith 
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The Commerzbank report 
on German business and finance 





` Do the wider margins hold the 


Since the fluctuation margins were 
widened within the European Monetary 
System, the exchange rates of the core 
currencies have remained fairly stable. 
Can stability of the kind prescribed by the 
Maastricht treaty in the run-up to full 
monetary union be ensured in the future 
as well without the discipline of a true 
exchange-rate mechanism? Or were the 
narrow fluctuation bands, in fact, the 
cause of volatility? 

Fixing exchange rates within narrow 
bands used to be advocated as a strategy 
for making monetary policy more rig- 
orous in countries whose central banks 
lacked full anti-inflationary credibility. 
However, even within the group of hard- 
core currencies, long-term yield spreads 
did not necessarily decrease while 
exchange rates were regarded as fixed, 
i.e. up to September 1992. Funds went to 
countries offering high premia, such as 
Italy, Spain, the UK and at times also 
France. This "convergence play" began 
around 1987 and was strongest in 1991, 
The fact that countries were willing to 
defend their exchange rates vis-à-vis the 
D-mark kept interest rates high and made 
the old parities seem more durable, until 
the deepening recession in Western 
Europe rendered this strategy too costly. 


Flexible exchange rates - 
the only alternative 


The EMU debate now focuses on 
the question whether a single currency 
is the only viable alternative to flexible 
exchange rates. 

Two things need to be borne in mind 
here. The ERM crises were the product 
of exceptional circumstances, while the 









key to EMU? 


| “In the end, the feasibility | 
| | 
| of EMU will be decided | 
| in the markets." | 
| i 





current stability of exchange rates is 
attributable to monetary easing. 

The “convergence play" began at a 
time when a growing number of market 
participants were expecting a steady 


convergence path to 

EMU. In a sense, their Vie idis Du 
Stance was surely irra- 10 

tional, as it presupposed 

that persistent interest- a 


rate differentials exagge- 
rated the true devaluation 
risks. During the period 
leading up to the first crisis 
in September 1992, it was 
clear that fiscal policies 
continued to diverge and 
the effects of German А 
unification were evident. 
Once the *EMU illusion" " 
evaporated, the pressure 1987 
within the system was so 
great that credibility could 
not be re-established without in effect 
freeing exchange rates, as happened in 
August 1993, 

Since then, however, growth has been 
picking up and inflation is subdued or 
on the decline in most Western Euro- 
pean countries, and the Bundesbank 
has lowered its key lending rate by more 
than two points. This has given the 
remaining ERM members sufficient 
leeway to hold their exchange rates stable 
vis-a-vis the D-mark within fairly narrow 
bands. 


Percentage points 
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COMMERZBANK 


German know-how in global finance 


Two factors are crucial for continued 
exchange-rate stability: first, growth has 
to remain non-inflationary; and, second, 
fiscal consolidation has to be achieved, 
even in the face of record unemployment. 
Neither of these conditions will be easily 
met. Over the medium term, consumer 
prices might not prove as stable as they 
are now, Moreover, it is unlikely that all 
Western European countries will be able 
to cut their deficits sufficiently. 


Yield spreads of long-dated government bonds 





1994 


italian lira етина Spanish peseta 


Source: Deutsche Bundesbank 


Accordingly, the prospect of a leap 
from flexible rates into monetary union 
could throw the foreign-exchange mar- 


kets into turmoil. On the other hand, ^. 
policy-makers will continue to need a: 


good deal of luck if Western Europe is 
to move closer to EMU by the end of 
the decade. All in all, it is highly unlikely 
that the *EMU illusion" of the late 1980s 
will be revived: financial markets react 
quite sensitively to policy inconsistencies 
and, in the end, the feasibility of EMU 
will be decided in the markets. 
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CLASSIFIED ADVERTISEMENTS 


Property 


INVEST 
in one of the World's Great Cities 








vnd 






CAPE TOWN 


FOR SALE BY TEN 





Ыы 


DER 


2 HECTARES (approximately 5 acres) OF PRIME UNDEVELOPED CENTRAL CITY LAND KNOWN 
AS THE FORMER TABLE BAY POWER STATION SITE OWNED BY THE CITY OF CAPE TOWN 


Cape Town is a city with vision. It is one of Africa's major 
trading, commercial and tourist centres and is bidding to host 
the Olympic Games in 2004. The former Table Bay Power 
Station site is magnificently situated between the retail/com- 
mercial heart of Cape Town and the famous Waterfront, 
Cape Town's premier tourist attraction. The disposal of the 
site provides a unique opportunity to purchase the most 
strategic piece of vacant central city land in South Africa. 


Five new vacant city blocks and a new city square have been 
created. Prospective purchasers may bid for any block 
and/or for any number of blocks. Disposal is by straight 
single stage tender sale. Мо design proposals, project 
motivations or proposal calls are involved. Block sizes 
range from 3 000 т to 4 000 m and floorspace (bulk) rights 
from 12 500 m^ to 23 000 m^. Simple, clear urban design 
guidelines set the requirements for the public realm; build- 
ing envelopes are generous but are geared to sun and wind 
parameters. Zoning permits a wide variety of urban uses. 


The City of Cape Town is actively seeking tenders from 
dynamic innovative individuals and organisations with 
proven resources, capability and experience, together with 
a commitment to the development of the Western Cape. 


The tender period opens on 1994-10-07 and closes on 
1994-12-15. 


A full tender package is available at a price of US$ 250 from 
abroad and R900 within South Africa, whilst a brochure is 
available at no cost. 


For further information or requests for documents contact 
the Development Coordinator's office on telephone (021) 
400-2044 or (021) 400-2016, or fax number (021) 25 4327. 
The South African International Code prefix is 27. 











CLASSIFIED ADVERTISEMENTS 





| Publications 





| = ALL NEW, COMPLETELY REVISED AND UPDATED 
CHINA PHONE BOOK & BUSINESS DIRECTORY 
1994 July - December Edition 
À vital reference for anyone interested in doing business with China 
Published semi-annually to maintain the 
highest degree of accuracy possible ... 
1994 Autumn/Winter Edition ~ July-Dec (Available in July 1994) 
1995 Spring/Summer Edition - Jan-June (Available in Jan 1995) 





* Over 16,000 listings of significant organizations in China 

* Lists of relevant Chinese organizations, foreign companies & joint ventures 
* Bilingual listings in English and Chinese 

* Full name, address, telephone, fax and telex number 

* Classified by provinces and categorized by major industry groups 

* Unique classified pages 


Mail or fax to: The China Phone Book Co. Ltd., 
G.P.O. Box 11581, Hong Kong. 
Fax: (852) 503 1526 Tel: (852) 508 4408 


Please print in block letters 


Name 





Company 
Address 











Fax 





LJ] China Phone Book 1994, Autumn / Winter edition 
(available in July 1994) 


L] China Phone Book 1995, Spring / Summer edition 
(available in January 1995) 


Price: Hong Kong: HK$460 + HK$48 (postage) 
Elsewhere: US$79 (inclusive of airmail postage) 
Save 15% for purchase 2 consecutive editions 


L] Bill me C] Bill my company: 











1 Tenclose in payment thereof 
(cheque payable to China Phone Book Co., Lid.) 


LJ I prefer to charge to my credit card (tick one) 
Û Visa C1 MasterCard [1 Amex O Diners 





Card No.: 





Date Expiry : Signature: 



















Financial Services 





EEGs, 


/ OFFSHORE 
f COMPANIES 


Full Nominee Management, Accounting 
and Admin services available at 
reasonable cost with no hidden extras. 
Ready made Companies available. 






ХХХ 














€ BAHAMAS $500 
Ф В. У. ISLANDS $500 
Ф DELAWARE $295 
Ф GIBRALTAR £250 
€ HONG KONG $350 
Ф (ISLE OF MAN £250 
Ф MADEIRA $2250 
Ф MAURITIUS $500 
€ PANAMA $500 
€ S. IRELAND £225 
е w. SAMOA 







on request, 
ALL CREDIT CARDS ACCEPTED 
For immediate service and free 60-page 
full colour brochure Contact 






, 1М99 
Tel:+44 624 815544 Fax +44 624 815548. 
PETER SIONEY Esq 
72 New Bond Street, London W1Y 90D 
Tel +44 71 351 1096 Fax: +4471 495 3017 





Tel +852 522 0172 Fax SOS 


KEVIN MIRECKI 
3501 Jamboree Road, Sue 20, 
Newport Beach, CA 92560, U.S.A. 
Te +1 714 854 3344. Fax: +1714 854 6967 
SUZANNE GUJADHUR, Barrister 
"CI 
Tei: +230 212 9800 Fax: +230 212 9833 


OUR NUN NUNT UA AURATA OUTPUTS SCRAP ALLALARI ILARAN 
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, 





For QUALITY 
response ... advertise 
in this section 





Business p 


NATUR 
MINERAL V 
FROM NEW 


^. probably the best bottled | 
water in the world, 


Agents required. 
Mt Aspiring Water Co Ltd 


PO Box 670, Auckland, New Zealand 
Phifax NZ 64 9 3090. 444 







MANAG 
COMPANIES 
Seeks International 
Merger/Partner/Acquisition. 
Strategically located. Unique, 
proprietary automation. 


For Information Write: 


Dept AC, 470 Park Ave. South 
New York, NY 10016 12th FL 


Courses 


DEGREE COURSES 


Take a Master's degree. in Business 
Administration (MBA) entirely at home 
anywhere inthe world, Also Bachelor's, 
Masters and Doctorate programmes 
in Computer Science, Economics, Edu- 
cation, Engineering, International Law, 
Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: 445 31 81 58 14 








REVIEW 
CLASSIFIED SECTIONS 


The classifications available in this section are as follows; when 
booking, please state your requirements: 


Appointments 


Business Equipment 


Business Opportunities 


Business Services 
Conferences & Exhibitions 
Courses & Seminars 
Education 

Fellowships 


Hotels & Accommodation 





Investment Opportunities 
Notices 

Personal 

Property 

Positions Wanted 
Publications 

Residential Schools 


Universities 













By Matei Mihalca 








Youdai!" reads a letter written in blood 

by a teenage admirer. It's just one of 
the 5,000 pieces of fan mail 27-year-old 
Zhang Youdai, China's most popular disc 
jockey, receives every month. Such is his 
following that the country's newest cult 
figure is often besieged by young people 
when they spot him on Beijing's crowded 
streets. 

The DJ, known to his listeners as 
Youdai, has hosted his own live, hour- 
long weekly rock show 
on Beijing Music Radio 
FM 97.4 since 1992. In 
two years, his local au- 
dience has swelled to an 
estimated half-million. 
His programme on the 
Central Broadcasting 
Station, heard nation- 
ally, draws millions 
more. "I'm the king of 
the airwaves," he often 
brags on the air — only 
partly in jest, "and I can 
do anything." 

Indeed, Beijing offi- 
cials have long equated 
the music Youdai pro- 
motes — Western-style 
rock ^n' roll — with subversion. He salts 
his programmes with the Chinese equiva- 
lent of four-letter words, and occasion- 
ally defies the authorities. This year, on 
June 4 — the anniversary of the Tianan- 
men Square massacre — he kicked off his 
show with I Want to Break Free by the Brit- 
ish group, Queen. The week after, it 
opened with Pink Floyd's The Show Must 
Go On. 

Youdai's street-wise personality and 
hip accent punctuate his introductions to 
the music that fans clamour to hear: a 
mixture of jazz, blues and reggae. The 
songs he plays are rarely heard on other 
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Disc jockey Youdai: next stop, the Hard Life Cafe. 


PROFILE 


Zhang Youdai 
China 





Radio Days 





Bold disc jockey feeds rock 'n' roll and spiritual 
guidance to hungry fans 


Chinese stations. “In China, there is only 
one sound — on radio, on TV, every- 
where," he says. "But there are so many 
choices, in music as in life." For Youdai, 
rock music is one such choice that offers 
an escape from an otherwise dreary life, 
and a way to express one's individuality. 

In a crowd of grey slacks and white 
shirts, Youdai stands out: He sports a 
pony tail and Terminator 2 black sun- 
glasses, and is never seen without ear- 
phones. But the flashy appearance masks 
a reserved demeanour. So does his stud- 
ied gaze, which, more often than not, is 





timidly focused on the ground. 

Youdai spent his college years in soli- 
tude: studying drama and listening to 
classical music. Then he discovered rock 
^n' roll, well before his classmates. Now, 
they come begging for hot concert tickets, 
which Youdai dispenses liberally. Unlike 
the musicians with whom he socialises, 
he is strictly monogamous. He neither 
smokes nor drinks — a result, he says, of 
the influence of his parents, both of whom 
are intellectuals. Although they're away 
on an extended visit to relatives in Thai- 
land, they are supportive of their son. 

The apartment they left behind is now 
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Youdai's. The sixth-floor flat in downtown 
Beijing reveals a standard of living 
unattainable for most Chinese: a compu- 
ter, a fax machine and a state-of-the-art 
digital recording system, which Youdai 
uses to tape a show for provincial broad- 
casters. Rock Magazine, heard in cities such 
as Qingdao and Changchun, is China's 
answer to a syndicated radio show. 

Youdai didn't gain such status over- 
night. In 1986, he landed his first job as a 
writer and producer of a radio music 
show on the Central Broadcasting Station. 
As a behind-the-scenes player, his name 
was never mentioned on the air. "An 
anonymous, official-sounding announcer 
read song titles as if they were the evening 
news," he says. And that programme's 
idea of bold was to play Elvis Presley's 
Love Me Tender. The show was neverthe- 
less cancelled, and Youdai fired, soon af- 
ter the Tiananmen crackdown. 


hen the Beijing Music Radio sta- 
W tion opened in early 1993, Youdai 

finally got his spot in the lime- 
light, sitting in the DJ's chair. Triggered 
by complaints about "the noise," the sta- 
tion quickly shifted his Thursday-at-noon 
time slot. But today, his afternoon live 
rock show is so popular it is labelled 
"prime-time before prime-time." And he 
now hosts two other shows — Midnight 
Blues and Pop Window — that are heard 
on central radio. 

Despite his success, Youdai harbours 
yet greater ambitions. He dreams of open- 
ing a Hard Life Cafe, which he says would 
be truer to rock ‘n’ roll ideals than Bei- 
jing’s flashy Hard Rock Cafe. He also de- 
scribes plans for “Radio Youdai,” an in- 
dependent station. 

“They tell me it’s a dream,” he says, 
but adds: “Look where we began — and 
look where we are now.” m 


Matei Mihalca is a graduate student in Chi- 
nese history at Harvard University. 
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Pass out of the flight deck 





windshield of a 747, the sight 








that greeted me was blackness, interrupted by incandescent 
bursts of lightning. Only the tightened seatbelt prevented 
me from hitting my head on the ceiling, the turbulence 
was so severe. In the left hand seat, the glow of the 
instrument panel lit the pilot's face, impassively statue-like, 
the concentration total. 

"As the computer voice droned '400 feet' my eyes were 
inexorably drawn back to the windscreen. Blackness 
still. More lightning. No runway. ‘300 feet’ chanted the 
computer. The pilot remained expressionless. 

"'200 feet.’ Where was the runway? My eyes screamed 
at the windscreen. '100 feet.' Why doesn't the pilot pull up? 
'50 feet.' Absurdly, I suddenly noticed how damp my 
palms were. Then two things happened simultaneously. 


"The pilot uttered his first words 'runway in sight' and 









the wheels touched the ground in the smoothest landing 
I can ever recall. When I climbed out of my seat, I can't 
remember what I was more impressed with; the absolute 
reality of the world's most advanced pilot training 
simulators, or the calm, unflappable nature of the pilot 
who had just been tested." 

Every day, SAA pilots are tested in the most punishing 
conditions possible. Not just to separate the men from 
the flyboys. But to ensure that they remain the finest 
commercial pilots in the world, in tune with the most 
advanced equipment. 

Allowing you to sit back, relax and discover why SAA 


has been voted "Best Carrier to Africa" six years in a row. 


SAA- 


SOUTH AFRICAN AIRWAYS 


AFRICA'S WARMEST WELCOME. 








4 


p 


15 years later we're back where we started 
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Back in 1919, anew American- and financial services organization accident coverages and business 
owned insurance company began in with capital funds of more than insurance products. 
a small office in Shanghai. Within 10 US. $15 billion, We operate in approx- Seventy-five years ago 
years the company had grown into imately 130 countries and jurisdictions Shanghai was considered the city 
a group of life and non-life insurance all around the world, and we have of opportunity in East Asia. And 
companies throughout China and the largest overseas network of any it is again today. AIG is committed 
Southeast Asia. And this year, AIG U.S.-based insurance organization. to growing with and in the land 
celebrates its 75th anniversary back For two years we have been that;gave us our start. 
in the land where we first began. back in China, through our branch "^ A Formore information, 

But AIG today bears little in Shanghai, and business is growing call James Williams in Shanghai 
resemblance to the original Shanghai rapidly. There we provide an array at 8621-279-8568 or fax to 
company. We are a global insurance of life insurance products, personal 8621-279-8569. 


World leaders in insurance and financial services. 


American International Group, Inc., Dept. А, 70 Pine Street, New York, NY 10270. 


American International Assurance Co., Ltd., Representative Office for China 
Suite 556 East, American International Centre at Shanghai Centre, P.O. Box 174, 1376 Nan Jing Xi Road, Shanghai 200040 
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Labour Pains 

Your September 1 COVER STORY, The Year 
of Doing Business, told the so-called eco- 
nomic success story of Indonesia under 
the leadership of President Suharto. 

This "economic success" has only bene- 
fited investors and the political elite in 
Indonesia, and has been at the cost of peo- 
ple's freedom and democracy, and the 
exploitation of Indonesian workers. 

Despite having ratified Convention 98 
of the International Labour Organisation 
(ILO), on the right to organise and bargain 
collectively, the government has so far 
refused to recognise the country's only 
independent labour organisation, the SBSI. 
Its leader, Muchtar Pakpahan, and doz- 
ens of activists are in jail, arrested in the 
wake of the Medan riots this April, ac- 
cused of inciting violence. Pakpahan is 
now on trial in Medan, and if he and the 
other SBSI leaders are found guilty, they 
face six years in jail. The International 
Confederation of Free Trade Unions has 
dismissed the government's attempts to 
blame the sBsI for the violence, and has 
submitted evidence of police provocation 
to the ILO. 

It appears that the government is be- 
hind these actions, to deter any independ- 
ent trade-union activity. For many years, 
Indonesia has been marked by repression 
of human and trade-union rights. Police 
authorities have visited the parents of 
workers and issued death threats unless 
their children cease union activities, and 
the nine-year-old daughter of Pakpahan 
was harassed by the military, who asked 
her to convey the message to her father. 

Indonesia is one of the countries that 
has led the opposition to the inclusion of 
a "Social Clause" in international trade 
agreements, a clause which would have 
ensured that the workers who created the 
country's wealth were able to share in 
those riches. 

ENZO FRISO 

General Secretary 

International Confederation of Free 
Trade Unions 

Brussels 





Reuniting India 

Your article Joining Up [Sept. 22], study- 
ing the wisdom of having India in the 
Asia-Pacific Economic Cooperation (Apec) 
forum, is thought-provoking. 

India, even though outwardly an Asian 
country, has culturally and historically 
aligned itself with the West. For mill- 
eniums before Christ, the land mass from 
England to Persia extending to and touch- 
ing the middle of India has always been 
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an isolated and distinct unit, away from 
the stretch in the Pacific Rim starting from 
the Huang Valley of China and ending in 
Japan. These remained two distinct tracts 
of land for thousands of 
years, separated by the 
Himalayas and the Gobi 
Desert. The former be- 
came a Caucasian belt 
with the invasion of 
Alexander the Great be- 
fore Christ, the Aryan 
settlement, later inva- 
sion from the Middle 
East and, finally, the 
British establishing their 
reign in the Indian Raj. 
Thus, history separated 
the western range from 
the eastern Pacific range 
for milleniums. Only 
after 500 A. D. did Bud- 
dhism connect India 
with the Asia-Pacific re- 
gion. 

These historical boundaries have, per- 
haps, worked as a psychological barrier 
preventing India from integrating itself 
with that region. Thousands-of years of 
modernisation shoríld remove. thi: 
nary bra ig India effecti: 
into the regi and finally into the A 
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Your article on the-Manila property mar- 
ket [A Foot in the Door, Sept-22] presents 
only the glamorous side of the real-estate 
picture in the Manila area. 

While it is true that the 5% of Filipinos 
who control the economy, resident Chi- 
nese, foreign businesspeople and inves- 
tors, are making a killing, the ordinary 
Filipino is not enjoying the fruits of the 
rising property market, Instead, he has to” 
pay higher rent for his substandard apart- \, 
ment and higher prices for basic’ com- 
modities and education. / 

The Philippine Government and pri- 
vate investors have totally neglected the 
housing needs of the middle classes who 
cannot afford the expensive condos that 
are now coming into the market. As a 
consequence, one can readily see that most 
of Manila's residents live in slum-like con- 
ditions. 

Neither the government nor the pri- 
vate sector has presented an effective 
solution to the perennial traffic problem, 
either. I see on Philippine satellite news 
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No Manila condos for them. 


broadcasts here in the United States that 
transportation and traffic authorities are 
trying to solve the same problems that 
were already apparent when I lived in 
the Manila area in the 
mid-1960s. 

Without decent, af- 
fordable housing, and 
fast and cheap transpor- 
tation for the masses 
who work in factories 
and offices, the Philip- 
pine economy will con- 
tinue to be saddled with 
a loss in productivity. 
The ordinary office or 
factory worker will not 
be an efficient worker if 
he or she has to worry 
about the family's hous- 
ing, and it takes hours 
to get to and from work. 

EUGENE V. CORAZO 

Granada Hills, California 
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Hawke Talk 

It does not really surprise me that a writer 
based.in Canberra would have little grasp 
of contemporary Australian history. How- 
ever, Tina Faulk's review of Bob Hawke's 
political memoirs [Et Tu, Mate, BOOKS, 
Sept. 15] was virtually unsurpassable in 
its degree of inaccuracy. 

Keating, unfortunately, did not topple 
Hawke in 1983. Australians had to suffer 
10 years of the Great Mate before a true 
leader could assume control of this coun- 
try's political destiny. 

It would not do to underestimate the 
extent to which Hawke has destroyed the 
undeniably special relationship that he 
enjoyed with the Australian people, as 
Faulk does. Hawke's promotion of the 
book was not masterful, merely unrelent- 
ingly crass, disillusioning and offensive, 
revealing a side to this ex-prime minister 
that Australians were fortunate enough 
to-have been protected from until now. 

arely has a leader who rose to such great 
*heights played so prominent a role in the 
destruction of a once-unassailable public 
image.. " 
DAVID JORDAN 

Sydney 
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to reform its outdated tax system. Out of a population 
of 188 million, only about three million Indonesians 


rates, revenues would improve as the tax base broadened 





е right direction. But we worry more about both the 
« government's new move towards preferential tax breaks 

and the accompanying regulations on these breaks. 
АП this came to a head in four tax bills approved by 


. represent the first major overhaul of the tax system since 
a 1983 law that both introduced a value-added tax (which 
has just been raised in the new bill) and eliminated pre- 
cisely the tax breaks the new laws both permit and regu- 
late. Although businessmen in general encouraged a move 
for more tax concessions, the breaks were sought most 
vigorously by Exxon, which says it needs such help if it is 
to develop the Natuna gas fields in the South China Sea. 
Because the Natuna gas is exceptionally high in carbon 
dioxide, it must undergo expensive treatment before it 
can be liquified for export. 

Now, we have no way of telling whether development 
of Natuna is economical. What we do know is that wri- 
ting your nation's tax laws to encourage particular indus- 
tries or companies is opening up a Pandora's Box of trou- 





businessmen seeking special advantages. Assuming a sta- 
ble political environment, Exxon should be able to find a 
way to develop Natuna without special treatment. Of 
course, political stability cannot always be assumed. 


tory front to make itself more competitive to foreign in- 
vestors like Exxon. While we agree that expanding the tax 
base is an important first step, the specific tax cuts Indone- 


top marginal rates where incentives are so important) are 
relatively modest and somewhat offset by the tax increases 
elsewhere. Even more dangerous is the reintroduction of 
tax privileges into the Indonesian code. While these may 
be modest today — and the Indonesian House was careful 
to limit their scope — they only inflame the appetite for 
more breaks tomorrow and shift the criteria for success 
from economic merit to political pull. In general, the less 
involvement the government has in the economy, the fewer 
the opportunities for corruption and the greater the attrac- 
tion it will hold for foreign capital. Our problem is not 
with tax breaks but tax privileges. 

Finally, there is the whole question of revenue effi- 
ciency. A few months back we noted that Hong Kong’s 
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t's hard not to sympathise with any Indonesian effort | 


Certainly the principle here is sound, and the cut in taxes | 
to a range of 10-35% from a range of 15-35% is a step in | 


Indonesia could in fact do more on the tax and regula- | 


sia's House of Representatives agreed to (especially at the | 


clean and virtually flat-tax system brought in nearly three | 
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EDITORIAL 


Taxing Incentives 


Indonesia jiggles its tax code 
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| different. It is probably true that without reductions in. 
| the costs of doing business in Indonesia, the costs of ex 
| ploiting the resources of the Natuna gas fields will likely. 
| remain prohibitive for Exxon. Tax breaks are almost al- 
Indonesia's House of Representatives. Together the bills | 


| coordinate schedules and link their frequent-flier pro- 
| grammes in an effort to capitalise on each other's respec- 
ble. It was Adam Smith, we recall, who warned against | 


| ments of society that Japan's steeply progressive curve 
| did, and in fact the Hong Kong coffers are bursting with 
pay taxes, and the hope was that, by dropping the tax | | 


| ing for an Australian partner to complete their circle. 









times the percentage of revenue from the wealthiest seg- 


surpluses. Some have argued that Hong Kong can keep 
ts taxes low because it is rich. But Hong Kong only be- 
came rich because it kept its taxes low. 

In these terms Indonesia’s choice is not fundamentally 





ways healthy for an economy. All we would argue is that 
what's good for Exxon would undoubtedly be good for 
the rest of Indonesian business too. ш 


Flying Tigers 
Thai Airways links with Lufthansa 


f we had a crystal ball that would show us a way to 
| Asia's air carriers strong and competitive in a 
global economy, it would probably look a great deal 
like the accord between Thai Airways and Lufthansa. Ear- 
lier this month the two carriers agreed to share codes, . 


tive strengths in the Asian and European markets. And it 
is no coincidence that both carriers already have separate. 
agreements with America's United Airlines and are search- 


But though the resulting Thai-Lufthansa-United alli- 
ance may be the world's largest international network of 
air services, it is by no means unique. Australia's Qantas; { | 
for example, has arrangements with British Airways and 
USAir, and Singapore Airlines has found sturdy partners - 
in both Swissair and Delta. Others are busy shopping . 
around to keep up with the new competition. 

The key point here may be the shoe that has not 
dropped: in contrast to the gloom-and-doom predictions 
of a world where large carriers swallowed up all the small 
ones, the big carriers find they need small partners. In- 
deed, while protectionist regional airline associations shout 
about the threat from outside competition, opening up 
markets may be the only avenue open (apart from per- - 
petual taxpayer subsidy) to keep smaller carriers alive by 
providing them with the opportunity to hook up with 
those who serve markets outside their own areas of | 
strength. In this contest, not all carriers will survive.the 
competition. But our guess is that Asia will more than 
hold its own, and the more open and competitive the 
carrier's home market, the better its chances will be. = 
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A network that delivers quality 
service across Asia. 


For two years in succession, Standard Chartered has been voted Best 
Bank in Asia in the Euromoney Awards — reflecting not only our strength 
throughout the region, but also the quality of our service in areas such as 
trade finance, treasury and corporate and investment banking. 

And we continue to develop new capabilities and create new connec- 


tions — for example in China, where 
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we now have more offices than any 














other foreign bank, and, most 
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recently, in Vietnam and Cambodia. 
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NETWORKING 





In this highly competitive marketplace, it is not enough merely to 
operate an international network. It is a question of international net- 
working — actively co-ordinating offices and services to provide benefits 
in responsiveness, innovation and efficiency. 

Having been voted Best Bank in Asia in 1993 and 1994, Standard 


Chartered can fairly claim to deliver. 


Standard % Chartered 
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eijing is only now discovering the 
B full social and economic costs of 
this year's floods and droughts. As 
Lincoln Kaye reports, the damage and 
the increased migration to the cities it 
has caused could hardly have come at a 
worse time for the communist 
leadership, riven by manoeuvring ahead 
of an imminent succession struggle. The 
disasters have also prompted a 
crackdown on the country's nascent 
commodities exchanges, whose 
freewheeling price movements left 
officials deeply uneasy. Page 24. 
Cover photos: Arnulf Husmo/Pro-file & 
Li Yu Wah 
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CHRONOMAT 


At a time when instruments routinely 
monitor flight data at Mach 1 miles above the 
earth, why continue improving mechanical 
chronographs? Precisely because there's 
more to time than technology! Just ask 
BREITLING, the world's leading maker of time 
instruments for aviation professionals. Its 
intricately beautiful movements and lovingly 
hand-polished watchcases put technological 
progress in a broader more rewarding 
perspective. 

Like the Concord, the world's first supersonic 
airliner but surely not the last, BREITLING's 
CHRONOMAT draws time and space ever closer — 
with both aesthetic excellence апа 
outstanding technical performance. 


Breitling Agents 








Selfwinding mechanical 
calibrated to ysth of a second. 


chronograph 


30-minute and 12-hour totalizers. 


Power reserve in excess of 42 hours. 
Easy-to-read calendar. 


Ratcheted, unidirectional rotating bezel with 
marker tabs. 


Case water-resistant to 100m (300ft) with 
glareproofed cambered sapphire crystal; 
screwlocked crown and case back. 


Steel, two-tone finish with 18K gold tabs, 
steel and 18K gold; choice of yellow or white 
18K gold. 


Available with three types of leather strap 
and choice of tang-type buckle or folding 
clasp, or else with a “PILOT” or "ROULEAUX" 
bracelet. 


HONG KONG: UTC FAR EAST LTD, KOWLOON, Tel.: 852 / 376 1281, Fax: 852 / 376 1875 
JAPAN: J. OSAWA Co LTD, TOKYO, Tel.: 3/ 3455 0116, Fax: 3 / 3456 0277 
KOREA: ELKO TRADING COMP., SEOUL, Tel.: 2 / 755 8856, Fax: 2 / 755 8857 
SINGAPORE: C. MELCHERS GMBH & Co, Tel.: 259 / 9288, Fax: 259/9111 
TAIWAN: UTC TAIWAN LTD, TAIPEI, Tel.: 2 / 729 4340, Fax: 2 / 758 1999 


BREITLING SA, P.O. Box 1132, SWITZERLAND - 2540 GRENCHEN 
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Tel.: 41 65 / 51 11 31, Fax: 41 65 / 53 10 09 
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Royal Dutch/Shell 84,85 
Salomon Brothers 92 
| Samsung General Chemicals 84 
Shanghai Erfangji 72 
Shanghai Industrial Sewing Machine 72 
Shanghai Phoenix Bicycle 74 
Shanghai Shangling Electric 74 
Shipping Corp. of India 92 
Simponi (Indonesia) 11 
Singapore Airlines 5 
Singapore Press Holdings 86 
| South China Morning Post (Hong Kong) 86 
Steel Authority of India 92 
Swissair 5 
Television Broadcasts 89 
Telstra 71 
Texas Instruments 85 
Thai Airways International 5 
Thai Premier Publishing 86 
The Asian Wall Street Journal 86 
Tsingtao Brewery 72 
United Airlines 5 
USAir 5 
Videsh Sanchar Nigam Ltd. 70,92 
| Vigoro Industries 82 





Walden International Investment Group 76 


This index lists significant references to com- 
panies in this week's issue of the Far Eastern 
Economic Review. Pages refer to the page of 


each article where the company reference ap- 
pears. The index does not include reference to 
companies in Focuses, Special Reports or Where 
to Put Your Money. 
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In Other Words 





“We were suddenly 
awakened and felt our house 
floating in the air. ” 
Filipino Juanito Eugenio, who lives in San 


Pedro Cutud, on being roused from his 
afternoon siesta by a tornado. 


* When people buy real 
estate, they want to live on 
real land. " 


Goh Chong Chia, head of the Singapore 
Institute of Architects, on why it may be 
difficult to persuade people to live in 
underwater cities. 
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“For readers who think 
about freedom. ” 
Slogan of Simponi, a weekly newspaper launched in 


Jakarta that borrows the phrase — and its staff and style 
— from the banned weekly, DeTik. 


" Warning: International Spies are Just 
Right Beside You. ” 


A front-page headline in China Trade News, warning 
Citizens against loose talk with strangers. 


“Before, we could only watch speeches 
on TV." 


A man in an open-air shop in Mandalay, watching one of 
the hundreds of channels now available in Burma 
via satellite. 


NEWS ITEM: INDEPENDENT LAWMAKER YEN HSIEN-HSIU STABS HIS ARM IN TAIWAN'S 
LEGISLATURE, PROTESTING HIS INNOCENCE IN THE WAKE OF A STOCK SCANDAL. 


“We really wanted people to have ап 
experience of becoming an enzyme or a 
piece of yeast and then banging around. " 


Scott Fisher, managing director of California's 
Telepresence Research, on the Virtual Brewery 
adventure — a virtual-reality ride into beer production 
that his company designed for Tokyo's Yebisu Beer 
Memorial Hall. 


* We don't think too much planning went 
into this. " 


A Hong Kong policeman, on the arrest of a man 
who tried to rob a bank. He approached a teller to 
whom he had given his account details five minutes 

earlier in a failed bid to draw cash. 
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NEWS ITEM: A DRI/McGRAW HILL REPORT SAYS CHINA IS ON THE BRINK OF A 


affection. ”’ 


Burmese drug warlord Khun Sa, on plans 
to secretly stud a Thai woman's shoes 
with precious stones. He recently began 
producing women's shoes decorated with 
locally mined gems. 


“ We really can't understand 
how you could let such a 
thing happen. " 
Japanese baseball fan and novelist 
Masayuki Tamaki, on the collapse of the 


1994 baseball season in Canada and the 
United States. 


CONSUMER BOOM WORTH US$734 BILLION BY 2003. 


People's Daily 


Please share quotes you see: REVIEW, GPO Box 160, Hong Kong, or fax (852) 503 1530 
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INTELLIGENCE 





Hanoi's Asean Bid 


Vietnam has indicated to the Asean 
secretariat that it will formally apply for 
membership of the six-nation grouping in 
either late October or early November. If 
Hanoi goes ahead with its application, it 
is expected to be on the agenda for the 
Asean foreign ministers' meeting in Bru- 
nei next July. Approval at that point 
would probably mean that Vietnamese 
President Le Duc Anh would attend the 
Asean summit in December 1995. At their 
most recent meeting in Bangkok, the for- 
eign ministers agreed Vietnam would be 
the next country to be admitted. 


Media and Message 


A group of Indonesians, including gov- 
ernment officials and private individuals 
involved in human rights, environment 
and labour activism, has been invited by 
the United States Information Agency to 
visit America. While there, the group will 
meet officials and opinion makers, includ- 
ing congressional leaders, and visit the 
editorial offices of some of the most influ- 
ential newspapers in the country. The trip, 
coming on the eve of the Apec summit in 
Indonesia, could prove embarrassing for 
Jakarta if any delegation members are 
openly critical of the Suharto regime dur- 
ing their discussions. 


Refugee Hopes 


Refugee and humanitarian bodies in 
Thailand are hopeful that the government 
is planning to adopt a more liberal policy 
on political refugees. In a speech to the 
executive committee of the United Nations 
High Commissioner for Refugees on Oc- 
tober 3, the secretary-general of the Na- 
tional Security Council, Gen. Charan 
Kullavanijaya, said Thailand would be 
"exploring methods" to better determine 
which asylum seekers "are truly in need 
of protection." Refugee-assistance work- 
ers say the new approach wouldn't have 
an immediate effect on border-crossers 
from Burma, Laos and Cambodia. But it 
would improve the situation of roughly 
3,000 foreigners living in or near Bang- 
kok who are considered political refugees 
by international organisations. The latter 
group consists mostly of Burmese stu- 
dents. 


It Looks Like Rain 


Memo to Apec leaders: When you 
come to your summit meeting in Bogor, 
Indonesia, on November 15, don't forget 
to bring your umbrellas. With the onset 
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of the wet season, residents of the hill 
town south of Jakarta say they can almost 
set their clocks by the daily downfall, 
which begins at 2 p.m. sharp. That's not 
good news for the 500-strong international 
press pool, either. Current plans call for 
them to be accommodated for most of the 
day in tents on the grounds of the Bogor 
presidential palace. 


A Cut Above 


Emilio Osmena, confidant of Philippine 
President Fidel Ramos and former Cebu 
governor, may get a cut of the gambling 
action instead of a flat fee when he leases 
docking facilities at his family's Cebu 
Yacht Club to a floating hotel-casino. The 
Philippine Dream Co., backed by former 
Las Vegas casino owner Allen Glick, will 
pay an annual mooring fee of US$200,000, 
or 2% of revenues, whichever is higher, 
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Emilio Osmena. 


according to businessmen involved in the 
deal. The arrangement is feeding a feud 
within the Osmena clan. Sen. John 
Osmena, Emilio's brother, says he was in- 
formed that the Philippine Dream Co.'s 
hotel-casino plan sailed swiftly through 
the government's usually cumbersome ap- 
proval process. Emilio acts as an adviser 
to President Ramos on economic affairs. 


Old-Guard Envoys 


Mongolia's new ambassadors to Rus- 
sia and China have been drawn from the 
pool of former Communist Party mem- 
bers who lost plum jobs when the demo- 
cracy wave swept over Mongolia in 1990. 
Nadmidiyn Bavuu, 51, sent to Moscow, 
served as minister of foreign trade from 
January 1988 to September 1990. Dagvyn 
Tsahilgaan, 53, posted to Beijing, was a 
member of parliament and in 1989 was 
appointed ideology chief of the Mongo- 
lian People's Revolutionary Party. Bavuu 
and Tsahilgaan are benefiting from the 
party's turn to the left since 1992. 
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Осеап. Апа you wish you could 
sleep. Then you remember who 
you are flying with. 
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The new Volvo 960 








hat you see is the 





| new Volvo 960 — 
unobtrusive elegance that in- 
vites your eye to linger a little 
longer. What you don't see, 
however, is just as important. 
Under the noble hood awaits 
a technologically advanced 
engine: 2.5 or 3.0 litres, six 
cylinders and 24 valves — 
dynamic power coupled with 
an intelligent chassis system 
for outstanding roadholding. 
All for your pleasure. 


АП for your active safety. 





There's more 
o it tha 
eets the ey 





Another feature the eye 
cannot detect is one of the 


most sophisticated concepts in 
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1 The new Volvo 960 Range. ! 
[| X " 1 
| A highly advanced engine: | 
1 : i 
! 2.5 or 3.0 litres, ! 
! six cylinders and 24 valves. | 
i All Volvo safety features i 
t t 
| are standard — including | 
1 i 
1 airbag, of course. | 
і. 4 
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automatic transmission 


(op- 
tional on the 2.5-litre version) 
with three shift modes and 
extra smooth transitions. 

Volvo's uncompromising safety 


features are also unseen: ABS, 


airbag, Volvo SIPS Side Impact 

















Protection System, and inte- 
grated child seat. All are m 
dard, ready when you need : 
them. 

That leaves us with only 
the price — which is probably 
a little lower than your first . 
glance at the car might have | ; 


you believe. 


The new Volvo 960 Range. 


Think it over. 


VOLVO 
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REGIONAL BRIEFING 





CHINA 
Ties Revived 


U.S. Defence Secretary 
William Perry said on 
October 18 that the Pentagon 
and China's army had agreed 
to hold broad strategic 
consultations, reviving ties 
that were frozen after the 
Tiananmen Square massacre 
in 1989. On the third day of a 
four-day visit, Perry also said 
he had offered to share 
computer technology to 
simulate nuclear blasts, 
hoping to persuade Beijing to 
curb its underground testing 
programme. He didn't say 
how the Chinese responded. 


Clamp on Official Cars 


In a clampdown on official 
perks, China has banned 
government use of imported 
luxury cars, the official 
Xinhua news agency said. 
The new rules state that only 
officials at or above the rank 
of provincial governor or 
minister may be assigned 
their own car, which must be 
made in China and limited in 
engine size to three litres. 


Seeds of Suspicion 


China warned its citizens not 
to leak secrets to foreign spies 
disguised as businessmen, 
scholars or reporters. An 
article in the official China 
Trade News said foreign 
intelligence organisations 
"simply use money and sex" 
to pry everything from rice- 
planting methods to military 
secrets from unwary citizens. 


PHILIPPINES 
Peace talks fail 


Peace talks between the 
government and the National 
Democratic Front (NDF), the 
umbrella body for communist 
rebels, broke down in 
Utrecht, the Netherlands, on 
October 15. NDF officials 
blamed the government's 
refusal to accept a proposal 
on safety and immunity 
guarantees for the group’s 
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Perry renews U.S. ties with China’s military leaders. 


negotiators. Government 
negotiators claimed that 
meeting the insurgents’ 
demands would effectively 
recognise the NDF as a 
sovereign body. 


MALAYSIA 
Trade Unionist Charged 


Zainal Rampak, secretary- 
general of the Transport 

Workers Union (TWU) and 
president of the country's 


Zainal faces court charges. 


largest union body, the 
Malaysian Trades Union 
Congress, was arrested on 
charges of criminal breach of 
trust relating to M$5,000 
(US$2,000) allegedly 
belonging to the TWU. Police 
in Kuala Lumpur said 
unionist and opposition 
lawmaker V. David would 
face similar charges upon his 
return from India, where he 
is currently seeking medical 
treatment. 


Ship Disappears 


A vessel carrying 4,300 tonnes 
of rubber has disappeared in 
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what may be the latest case of 
piracy in the seas around 
Southeast Asia, the 
International Maritime Bureau 
said. The ship, carrying papers 
identifying it as the Windsor 
III, left Penang on October 3 
bound for the Vietnamese port 
of Hon Gai. 


HONG KONG 
China Goes Public 


China's de facto consulate 
said it plans a public forum 
in the British colony to 
explain China's handling of 
the run-up to the 1997 
handover of sovereignty. The 
event will be the Xinhua 
news agency's first attempt to 
woo the public directly on 
handover issues. Its meeting, 
to take place on October 22, 
will be entitled "Forum on 
the Hong Kong Governor's 
'94 Policy Address." 


SINGAPORE 
Academic Investigated 


Police confirmed they were 
investigating a Singapore- 
based American academic for 
criminal defamation after he 
wrote a newspaper article 
criticising Asian governments. 
Christopher Lingle, aged 46, a 
senior fellow in European 
studies at the state-run 
National University of 
Singapore, had been 
questioned "in connection 
with investigations into 
contempt of court and 
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criminal defamation arising 
from an article” he had 
written, a police statement 
said. Lingle had earlier told 
Reuters news agency that 
police interrogated him in his 
office for 90 minutes over an 
opinion piece published on 
October 7 in the International 
Herald Tribune. The article 
referred to unidentified 
“intolerant regimes” in the 
region and made critical 
comments about their 


judiciaries. 


CAMBODIA 
Amnesty’s Freedom Plea 


Amnesty International called 
on the government to release 
or charge nine Thai nationals 
detained for more than three 
months in connection with a 
failed coup attempt in July. 
The London-based human- 
rights group said it was 
“concerned at the continued 
illegal detention” of the nine, 
and urged the government 
“to release these men, or to 
charge them with a 
recognisable offence under 
existing laws.” 








Life expectancy at birth in 
selected Asian developing 
countries 


ШП 1950 HH 1993 






40 60 80 


Age 0 


Bangladesh peg 
75057 | 
Indonesia ЕШШ 


India EEE 

Pakistan HESSEN 
China ^^ 

Philippines jess 


Source: Worldwatch Institute 
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Hold the Champagne 


The United States announces a breakthrough agreement to 
freeze North Korea's nuclear programme, but critics in the U.S. 
and South Korean legislatures vow to block its implementation. 





By Shim Jae Hoon in Seoul and 
Nigel Holloway in Washington 


| t was a Cinderella story. Just before the 





stroke of midnight on October 17, chief 

United States negotiator Robert Gal- 
lucci announced that he had reached an 
accord with North Korea to bring Pyong- 
yang's rogue nuclear programme back 
into the international fold. Only hours 
earlier, the talks had been on the verge of 
breaking down. 

But unlike a fairy tale, there's no pro- 
mise that the nuclear accord will live hap- 
pily ever after. The Clinton administra- 
tion will be hard-pressed to avoid a bat- 
tle with Congress to implement the agree- 
ment, a battle that may make Gallucci's 
tortuous negotiations look easy by com- 
parison. And though South Korean Presi- 
dent Kim Young Sam welcomed the draft 
accord, he too will have to overcome bit- 
ter political resistance to win the neces- 
sary funding. Critics say the accord relies 
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too heavily on trusting North Korea, a 
regime with no record of honouring its 
international commitments. 

Under the agreement, which was due 
to be signed on October 21 after vetting 
in Pyongyang and Washington, the U.S. 
would organise a consortium including 
South Korea and Japan to supply the 
North with two light-water reactors, a 
technology less susceptible to diversion 
for bomb-making. In return, North Korea 
would freeze its nuclear programme and 
open its sites to international inspection. 

While the reactors are being assembled, 
the U.S. would provide North Korea with 
crude oil as an alternate energy source, 
gradually reduce trade barriers and work 
towards exchanging diplomatic missions. 

The deal was struck shortly after 
Gallucci threatened to break off the talks 
and return home, because North Korea 
refused to agree to resume a political dia- 
logue with the South as part of the deal. 
In an 11th-hour shift, North Korea's chief 
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negotiator, Deputy Foreign Minister Kang 
Sok Ju, said he would accept a clause 
promising that Pyongyang will resume 
peace talks with Seoul. 

"This agreement represents the first 
step on the road to a nuclear-free [Korean] 
peninsula," U.S. President Bill Clinton 
said. "It does not rely on trust. Compli- 
ance will be certified by the International 
Atomic Energy Agency." The IAEA re- 
served judgment until seeing the full text. 

The draft agreement apparently didn't 
say precisely when or on what terms the 
North-South talks would resume. For crit- 
ics in Seoul and Washington, that is just 
one of several ambiguous details that put 
the accord at risk. The most serious flaw, 
according to official South Korean sources, 
is that the accord allows North Korea to 
postpone special international inspections 
of its nuclear sites until one of the light- 
water reactors is in place — a process that 
could take five or more years. 

The inspections are necessary to deter- 
mine whether Pyongyang has already 
extracted weapons-grade plutonium from 
its spent-fuel stocks. "This has been one 
of the backbones of U.S. policy, to get 
North Korea to come clean on its past. 
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It's going to really frustrate people here," 
says a Republican congressional staffer. 
Indeed, it is this delayed approach to in- 
spection that is likely to draw the strong- 
est objections from Congress, objections 
that could prove fatal if the Republicans 
score major gains in the November elec- 
tions. "We don't know whether they have 
[the bomb], but we have to pretend that 
they do," says another Republican aide, 
arguing that the U.S. should call North 
Korea's bluff. 

The Clinton administration would 
structure any deal with North Korea so 
that officials have the maximum amount 
of room to manoeuvre without congres- 
sional approval. As things stand, Congress 
will only have a say if implementing the 
agreement requires U.S. funding or 
changes to U.S. law. So Clinton is expected 
to try to arrange for the light-water reac- 
tors to be built without U.S. money, equip- 
ment or technology. 

But analysts say that no agreement can 
be hermetically sealed from 
thelawmakers. Though South 
Korea could play the lead role 
in building the two 1,000- 
megawatt reactors, many of 
the components and techno- 
logy for South Korean light- 
water reactors come from the 
U.S. One congressional staff- 
er says she believes even the 
"retransfer" of technology 
would require congressional 
approval. And if relations 
progressed to the point of ex- 
changing diplomatic liaison 
offices, Congress would have 
to approve the funding. 


he survival of the ac- 

i cord may depend on 
the outcome of the 
November 8 congressional 
elections. Until now, the 
House of Representatives has 
shielded Clinton from Senate 
attempts to impose a harder 


ing fire not only from South Korea's op- 
position Democratic Party (рр), but also 
from the conservatives in the ruling 
Democratic Liberal Party (DLP). If Pyong- 
yang reneges on its promise to resume 
peace talks with Seoul, President Kim 
Young Sam could find himself at the cen- 
tre of a political crisis. 

Some experts see the accord as a sign 
that Kim Jong Il, 52, has stepped into the 
shoes of his father, dictator Kim Il Sung, 
who died in July. The younger Kim ap- 
peared in public for the first time in nearly 
three months on October 16, at a cere- 
mony marking the end of the 100-day 
mourning period for his father's death. 

The opposition DP fa- 
vours allowing North Korea 
to smoothly complete its 
transition, but that hasn't 
stopped it from tearing into 
the nuclear accord. In the 
National Assembly, which 
will have to approve any 


Kim Young Sam could face a crisis within his own party 
as a result of the accord reached by Gallucci (inset). 


Give and Take 
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spending, the DP is decrying the cost to 
Seoul of the two light-water reactors, 
estimated to run as high as US$4 billion. 
DP legislator Yu In Hak said it was also 
conceivable that Seoul would have to 
come up with an additional US$2 billion 
to pay for the crude oil that is supposed 
to serve as North Korea's alternate energy 
supply. "Our financial burden will be 
extraordinarily high: Won 111,890 
[US$140] for every citizen of this coun- 
try," Yu claimed to the assembly. 

President Kim may face an even harder 
fight inside his own party. Conservative 
DLP heavyweights have called for a hands- 
off policy towards North Korea, so that — 

: in the words of one politi- 
cian — "the Kim Jong Il re- 
gime can collapse by itself." 
Led by former Prime Minis- 
ter Ro Jai Bong and former 
intelligence agency chief 
Ahn Mu Hyok, the conser- 
vatives oppose paying for 
nuclear reactors, support 
United Nations sanctions on 
the North, and demand that 
"liberals" be purged from 
the Kim government. This 
presumably means Foreign 
Minister Han Sung Joo and 
Unification Minister Lee Hong Koo, who 
have been accused by senior presidential 
aides of being "soft" on Pyongyang. 

If Pyongyang fails to reopen talks with 
Seoul, the conservative backlash could not 
only lead to the ouster of the two gov- 
ernment ministers, but could undermine 
the position of President Kim as well. "If 
we are not careful, we could end up 
financing the reactors without promoting 
our longer-term interests of opening up 
North Korea," says a ranking DLP legisla- 
tor. That may be just what Pyongyang is 
hoping. и 
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cilities for IAEA inspections, 
including the two sites pre- 
viously closed to the agency. 


line against North Korea. For 
example, Republican Senator 
Frank Murkowski tried three 
times in the last session to 
pass amendments requiring 
the administration to gain 
congressional approval of 
any aid to North Korea. He 
was unsuccessful, but that 
could change if the Republi- 
cans make major gains in the 
House and win control of the 
Senate, notes Larry Niksch, 
a Korea specialist at the con- 
gressional Research Service. 

On the international front, 
both Tokyo and Seoul offi- 
cially welcomed the agree- 
ment. But the accord is draw- 
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Under the agreement be- 
tween North Korea and the 
United States: 

» The U.S. will organise an 
international consortium that 
includes Japan and South 
Korea to build two 1,000- 
megawatt light-water reac- 
tors in the North, at an 
estimated cost of US$4 bil- 
lion. South Korean officials 
estimate that building the re- 
actors, which do not produce 
weapons-grade plutonium, 
will take until the year 2003. 
»> The US. will provide 
crude oil to North Korea as 


an alternate energy source in 
the interim. 

> North Korea will halt con- 
struction of its 200-megawatt 
and 50-megawatt graphite- 
type reactors, in addition to 
“freezing” the five-megawatt 
reactor in Yongbyon. Pyong- 
yang will also close down its 
reprocessing facility and 
place the 8,000 spent nuclear 
fuel rods from the Yongbyon 
reactor under inspection by 
the International Atomic En- 
ergy Agency (IAEA). 

> North Korea will provide 
full access to all nuclear fa- 
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But South Korean officials 
say this will not occur until 
one of the light-water reac- 
tors is in place, a process that 
could take at least five years. 
> The U.S. and North Ko- 
rea will reduce trade barri- 
ers and work towards the 
opening of liaison offices in 
each others’ capitals. Im- 
provement of relations will 
be gradual and it will be in 
keeping with improvement 
in North-South relations. 
> North Korea will reopen 
an intra-Korean dialogue. 

m Shim Jae Hoon 
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THAILAND 


One Step 
Forward 


Compromise averts rift 
in coalition party 





By Gordon Fairclough 
in Bangkok 


ompromise 
doesn't come 
easily to Cham- 


long Srimuang. The 
army general-turned- 
Buddhist-politician has 
earned a reputation for 
running the Palang 
Dharma party — which 
he helped found and 
now leads — with an 
iron hand. 

But faced with a re- 
volt by party MPs op- 
posed to his choices in 
a mid-term cabinet re- 
shuffle, Chamlong was 
forced to back down. In 
mid-October, he with- 
drew some of his nominees and said he 
would accept the decision of Prime Min- 
ister Chuan Leekpai if the premier rejected 
his controversial choice for foreign minis- 
ter. This eased a crisis which had threat- 
ened to split the party and bring down 
the coalition government, in which Palang 
Dharma is the third-largest partner. 

Even so, Palang Dharma's troubles are 
far from over. The party remains deeply 
divided. And rebellious party members 
are increasingly challenging Chamlong's 
leadership. Politicians fret that the con- 
tinuing conflict makes Palang Dharma an 
unreliable member of the coalition, which 
has a slim 28-seat majority in the House 
of Representatives. If the party falls apart, 
Prime Minister Chuan's probably would 
have to invite an opposition party to join 
his government or dissolve Parliament 
and call new elections. 

The latest round of turmoil started 
when Chamlong moved on October 8 to 
replace all of Palang Dharma's cabinet 
ministers. He nominated telecommunica- 
tions magnate Taksin Shinawatra, founder 
of the Shinawatra Group, for foreign min- 
ister, and Vichit Suraphongchai, the 
former president of Bangkok Bank, for 
communications minister. Neither man is 
an MP nor a member of Palang Dharma. 
He also nominated three other non-MPs 
and put himself forward for deputy prime 
minister. 
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Chamlong’s troubles are mounting. 


The list touched off a fierce protest by 
a group of Palang Dharma MPs led by 
outgoing Foreign Minister Prasong Soon- 
siri. They opposed the selection of non- 
MPs; many also objected to what they 
consider Chamlong's authoritarian style 
of leadership. 

Party members and analysts say the 
bickering may get worse, the result of a 
fundamental division between the reli- 
gious rank and file of the party, which 
was formed to bring Buddhist morality 
to Thai politics, and the 
more moderate politi- 
cians who now consti- 
tute a majority of the 
party's MPs. The two 
sides have been openly 
feuding for months, 
and the reshuffle was 
designed to solidify 
Chamlong’s control of 
the party and improve 
its tarnished public im- 
age. 

The effect was just 
the opposite. It brought 
Chamlong into a direct 
confrontation with a 
strengthened Prasong, 
who was quoted as 
saying the party "has 
become nothing but 
rotten vegetables. It is 
rotten through and 
through.” That’s hardly the message 
Chamlong wants conveyed to voters. 

The New Aspiration Party, also a coa- 
lition member, has meanwhile chosen 
another non-MP to join the cabinet in its 
own mid-term ministerial shuffle. Suk- 
havich Rangsitphol, chief of the Express- 
way and Rapid Transit Authority of 
Thailand, a state enterprise, has been 
nominated to become deputy prime min- 
ister. 

Political observers say the nominations 
show a trend of more active involvement 
by businessmen in Thai politics, with exe- 
cutives not just funding politicians but 
getting elected and appointed themselves. 
The reception that has greeted Taksin’s 
cabinet nomination, however, may give 
some pause. 

All of Palang Dharma’s new cabinet 
nominees were scrutinised to make sure 
their business dealings did not violate 
conflict-of-interest clauses in the constitu- 
tion. But Taksin’s case drew the most at- 
tention. The former police officer’s 
telecoms conglomerate is involved in 
scores of deals with government agencies 
and state enterprises in Thailand and 
around Southeast Asia. Shinawatra re- 
signed as chairman of Shinawatra Com- 
puter & Communications after his nomi- 
nation. But he was replaced in that job by 
his wife. His family continues to own a 
large part of the company. " 
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CAMBODIA 


Fall of 
A Hero 


Time runs out for popular 
finance minister 





By Nate Thayer in Phnom Penh 





dia's Finance Minister Sam Rainsy was 

named the most popular political fig- 
ure in the country. Even King Norodom 
Sihanouk has acknowledged that Rainsy 
was "the people's héro" for his tough 
stance against powerful vested interests 
and institutional corruption. 

But Cambodia's real bosses, co-Prime 
Ministers Prince Norodom Ranariddh and 
Hun Sen, have been gunning for Rainsy 
since January. Now, in a major shake-up 
designed to weed out their opponents 
within the government, the two premiers 
are expected to make Rainsy their most 
prominent casualty. 

Rainsy told the REVIEW on October 18 
that he knew he was to be fired, and he 
appeared to take the decision gracefully. 
“I’m prepared to accept any decision of 
the prime minister because he has a right 
to reshuffle and change his ministers. Any 
ministry is not private property," he said. 

The REVIEW has also learned that For- 
eign Minister Prince Norodom Sirivuddh 
will resign in soli- 
darity with Rainsy. 
Sirivuddh is secre- 
tary-general of Fun- 
cinpec, the Rana- 
riddh-led party that 
won last year's elec- 
tions. 

In an interview 
with  Singapore's 
Business Times on 
October 14, Rana- 
riddh cited the need 
for "unity and cohe- 
sion" as his reason 
for firing Rainsy. 
The reshuffle was aimed at allowing him 
and Cambodia to go faster, he said. But 
diplomats and other government officials 
said the real reason was Rainsy's tough 
anti-corruption reforms. 

Senior government sources add that 
besides losing his finance portfolio, Rainsy 
will be expelled from Funcinpec and be 
stripped of his position as a member of 
Parliament. The last move is designed to 
prevent him from using the house as a 
venue for pushing reforms and question- 
ing government policy in the future. m 


{ n an opinion poll in October, Cambo- 





People's hero and 
cabinet casualty. 
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SIEMENS 


How our technology 
makes even more efficient 
use of fossil fuels 


In energy conversion processes, cost-effec- 
tiveness and pollution control have a common 
denominator, namely plant efficiency. The 
less primary energy a power plant requires to 
generate electricity, the fewer pollutant 
emissions. This is why we are continuing to 
forge ahead with new developments and 
channel the results into the construction of 
new plants and into plant backfits. 


Optimized design details – greater efficiency 
Even sophisticated products such as our 
steam turbines are being continually opti- 
mized. The results of three-dimensional flow 
calculations are transferred directly into the 
computer-integrated manufacture of steam 
turbine blades with integral shrouding. The 
installation of these blades as part of turbine 
modernization has been a major contributory 
factor in increasing efficiency by as much as 
five percentage points 








Intelligent concepts — greater efficiency 

By combining gas and steam turbines, GUD® 
power plants built by Siemens recover more 
useful energy from the primary energy used 
By topping an existing steam turbine plant 
with a gas turbine, power plant efficiency 

is increased by as much as ten percentage 
points 





Clean energy 

Only cost-effective, clean power generation 
will be able to meet the growing worldwide 
energy demand while conserving resources 
We are committed to putting this principle 
into practice. In all fields of power plant 
engineering we design, develop and supply 
state-of-the-art systems, equipment and turn- 
key plants tailored towards pollution control 
and higher cost-effectiveness. 
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Committed to the future. 
Siemens Power Generation 
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PAKISTAN 


Mean Streets 


Chaos and violence rule in Karachi 





By Ahmed Rashid in Karachi 





Francis de Costa and Farrukh Khan 
may stand on opposite sides of the 

city's social divide — de Costa is a taxi 
driver, Khan a financial-services executive 
— but they have one thing in common: 
They're both prime candidates for ulcers. 

"I never know if when I return home I 
will find a murder," says de Costa. "I 
wonder if my children will still be there, 
and if the water and power will have been 
cut off." 

Khan, an executive at BMA Capital 
Management, says: "If you don't live here, 
you don't realise how bad it is. The city is 
neurotic. You drive with locked car doors 
for fear of kidnapping; you are 
constantly looking in the rear- 
view mirror. You worry about 
your kids every moment they 
are at school." 

At least eight people are 
killed every day in shootouts 
between criminal gangs or the 
goon squads of political rivals. 
Municipal services are close to 
collapse: Sewage leaks into 
drinking-water pipes and chil- 
dren are electrocuted by fallen 
power lines. Recent break- 
downs in the supply of elec- 
tricity and water have lasted 
weeks in some localities. Re- 
pairmen have been shot at or 
lynched, and utility offices 
burned down by irate mobs. 

And this in a city that was 
once the jewel in Pakistan's crown, its 
premier port and the hub of its industry 
and commerce. Little wonder, then, that 
business is fleeing. "How can businesses 
succeed when the government cannot pro- 
vide the right environment? More and 
more of them are running away," says a 
banker. Businessmen estimate that dur- 
ing the recent monsoon, the city lost 
US$31 million a day because of power 
shortages brought on by fallen transmis- 
sion lines. 

"The civic set-up in Karachi is a total 
madhouse. Nobody is willing to take any 
responsibility," Fahim Zaman, chief ad- 
ministrator of the Karachi Municipal 
Corporation (KMC), recently told Newsline 
magazine. "I have to defend the incom- 
petence of 52,000 people every day." 

Many of Zaman's underlings reject 
such criticism. Says an engineer employed 
by the corporation: "Don't blame the KMC. 


[: you live in Karachi, you worry. 
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Everything has collapsed in the city, we 
are just helpless." 

Since June 1992, Karachi has effectively 
been run by the army under state-of-emer- 
gency laws. But the urban degeneration 
and violence continue. Army command- 
ers blame political leaders for failing to 
negotiate with the ethnic parties, each 
with its own heavily armed hit squads, 
that have multiplied in the city. “The gov- 
ernment has to have the political will to 
arrive at a consensus. But corruption, pa- 
tronage and ethnic hatred have destroyed 
the police, the judiciary and other institu- 
tions," says a senior military officer. 

Karachi is dominated by the Urdu- 
speaking Muhajirs, a group made up of 
refugees from India who came in after 





The harvest from army clean-up operations in a Karachi suburb. 


Faded Dreams 


Love it or hate it, Karachi has left few 
people unmoved. It was already an im- 
portant port by the time it was captured 
by the British in 1839. From then on, it 
never looked back. A sample of opin- 
ions on Pakistan's richest city: 


Karachi, thou shalt be the elory of the east! 
Would that I could come again to see you in 
your grandeur. 

— 1843: Sir Charles Napier, first British gov- 
ernor of Sindh. 


Karachi is by far the most pleasant station 


in Sind, indeed it would bear comparison 
with any of the stations on the Bombay side. 


FAR EASTERN ECONOMIC REVIEW 


the Partition in 1947, and their descend- 
ants. They support the Muhajir Qaumi 
Movement (MQM), one of whose main 
demands is the division of Sindh, of 
which Karachi is the provincial capital. 
The МОМ wants an urban province for the 
Muhajirs and a rural slice for ethnic 
Sindhis. The Sindhis won't have that, and 
deep rancour exists between the two 
communities. 

The fissiparous tendencies displayed 
by the Muhajirs are mirrored by other 
groups in this city of ethnic enclaves. 
"Every ethnic ghetto is pushing out oth- 
ers to get hold of scarce resources like 
housing, water and electricity," says the 
army officer. 

Most businessmen fear the repercus- 
sions of any kind of partition of Sindh. 
But many of them agree that Karachi must 
be given a greater share of national rev- 
enue and more freedom from Islamabad, 
the national capital, to run its own affairs. 
“Make local government more powerful 
and decentralise,” says Nasir Ali Shah 
Bukhari, chief executive of Khadim Ali 
Shah Bukhari, one of Paki- 
stan's largest stockbrokers. 
"At the moment nobody is 
responsible for anything like 
law and order." 

Part of the problem is a 
population boom caused in 
good part by migration from 
rural Sindh. In 1950, Karachi 
had 1 million people. By 1980 
the population had swollen to 
5 million. The United Nations 
projects that today's popula- 
tion of 10 million will double 
again, to 21 million, in 15 
years. Civic amenities, how- 
ever, "can cope with only 
about 5 million people," says 
a leading architect. "For the 
rest, it's 'good luck'." 
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Yet in no place has the cholera been more 
fatal. Karachi has no pretensions to be called 
a port: the roadstead is most dangerous, and 
only small boats can enter the creek which 
runs up to the town. 

— 1845: E. B. Eastwick in A Glance at Sind 
before Napier. 


I stood among the refugee hovels at midday 
by the railway bridge beyond the Palace 
Hotel. This stinking encampment of rusty 
iron, wood, sacking was not there in 1948. 
New pavement-squatting groups of 
destitutes had sprung up in other parts of 
the city also. They disgraced the federal capi- 
tal [as Karachi then was], a great seaport 
and airport, where foreigners form their first 
ideas of Pakistan. 

— 1955: lan Stephens in Horned Moon. 
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Many localities have no running wa- 
ter, and even in those that do, municipal 
water taps have been dry for months. Poor 
families often buy water on credit from 
private tankers. Others punch holes in 
water-supply pipes, disrupting the entire 
system. 

The Karachi Water and Sewerage 
Board (KWSB) is notorious for corruption 
and mismanagement. "The result is a 
water-tanker mafia — truckers who can 
charge the earth for water in deprived 
areas, says Haroon Ahmed, the city's 
leading psychiatrist and an eminent mem- 
ber of a concerned-citizens group. 

In the Lyari area of the city, shoddy 
pipe-repair jobs have resulted in water 
and sewage ducts being mixed up. "I get 
excrement from my water tap," says an 
irate resident. "If I saw а KWSB repairman, 
my neighbours and I would beat him." 
KWSB teams say they can't even begin to 
repair many breakdowns because a 
furious public often takes its anger out 
on them, while police offer no protection. 

During this year's sweltering summer, 
entire areas of the city were blacked out 
for weeks because the overloaded elec- 
tricity-distribution system broke down. 
Again, repairmen were too scared to show 
their heads. On July 2, 450 out of 500 dis- 
tribution feeders tripped, plunging the city 
into darkness. And on July 19, police 
opened fire on a demonstration against 
power shortages, killing one man. 

On June 3, Prime Minister Benazir 
Bhutto announced a US$3 billion pack- 
age of improvements to the city's infra- 
structure. But many people believe the 
real issue is not money but the way the 
city is being administered. One of them is 
KMC boss Zaman. "There should be a su- 
preme authority under which all agen- 
cies work —one body responsible for civic 
growth, planning and development. This 
must be headed by the кмс.” " 


Nobody dreams in the city of dreams any 
more. Dreams don't come easily when 
you're powerless and waterless, when you 
are swallowed by a manhole, electrocuted 
by a wet wire, run down by a yellow devil, 
kidnapped by dacoits [bandits], robbed at 
gunpoint, shot at in a riot. Karachi is an 
explosion waiting to happen. This is a city 
that has enriched many and been plun- 
dered by the few. It is a city grievously 
wounded — wounded by its ruling classes, 
its civic agencies, its politicians, its resi- 
dents. Karachi has been laid low by poli- 
tics, patronage, theft, mismanagement and 
callousness. Strangulate Karaghi and you 
strangulate the country's есойотїс jugu- 
lar. 

— 1994: Razia Bhatti, editor of Newsline 
magazine. m 
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LONGINES 
COME 


THE LEGEND LIVES ON 


. Confronting Greenland’s 
icy desert 

1936. Paul-Emile Victor crossed the 
thousand kilometre ice-cap from 
west to east on foot, with his Eskimo 
friends and husky-drawn sledges 





transporing the equipment The 
expedition carried three Longines chronometers with 
which to calculate the longitude and, for Paul-Emile 
Victor, «these made all the difference between success and 
failure». 

Longines has always shared this vocation of pioneer and 
forerunner. Its watches bear this out. Among them, the 
Longines Conquest VHP, offering exceptional precision: 
a variation not exceeding ten seconds a year. 

Longines is carrying on its tradition of taking up challenges 
in the measurement of time. 








Longines Conquest VHP™ (Very High Precision) for ladies and 
gents. Change of time zone with synchronization of the date. 
Quartz movements. Water-resistant to 30 metres. Sapphire glasses. 


THE PIONEERS’ SWISS WATCH SINCE 1832 
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INDONESIA 


Still Hard Labour 


Workers have it better, but not by much 





By Margot Cohen in Medan, Sumatra 


n the factory floor of PT United 
О Rope, assistant manager Kasimin 

Tjuatja shows off the sturdy mesh 
of a white fishing net. These and other 
United Rope products are selling well in 
Jakarta, Singapore and Japan. Yet Tjuatja 
shakes his head over declining profits, due 
to the August increase in Medan's daily 
minimum wage to Rps 3,750 
(US$1.72) from Rps 3,100. "If 
productivity is the same as Ja- 
pan, the wages will be the same 
as Japan," he says sharply. 

For their part, many of 
United Rope's 2,700 workers 
still see themselves enmeshed 
in a system indifferent to their 
needs. A strike in early Septem- 
ber ended with management 
refusing to meet any of the 
workers demands, among 
them a Rps 400 increase in their 
food allowance. Further strikes 
have been warded off by the 
presence of soldiers in civilian 
clothes on factory grounds. "We 
are treated like garbage," saysa 
26-year-old worker. "Our rights 
are just ignored. It's inhumane." 

So, has anything changed in Medan 
since a massive labour protest last April 
turned violent and brought the city to its 
knees? By all accounts, there have been 
some changes for the better. Most Medan 
factories are now paying the minimum 
wage, and forced overtime has largely 
been eliminated. On the other hand, la- 
bour and management don't appear any 
closer to achieving the industrial peace 
and harmony promised by Indonesia's 
hallowed manual on how industrial rela- 
tions should be conducted under the state 
ideology of Pancasila. 

For the moment the business commu- 
nity can count on a semblance of calm in 
the factories. This has largely been 
achieved by a swift, sweeping crackdown 
on disgruntled factory workers and labour 
activists. Not only has it paralysed the 
embryonic labour movement in Sumatra, 
it has derailed the national labour-rights 
movement as well. 

Despite all the talk of a government 
clampdown on labour, few observers be- 
lieve that it will permanently smother the 
potential for mass action. Like the smoul- 
dering coal that sparks cyclical fires in 
Indonesia's vast forests, worker discon- 
tent appears to have become a permanent 
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feature of the political landscape in this 
rapidly industrialising nation with a huge 
labour surplus. 

In the current climate, however, 
worker grievances have little likelihood 
of snowballing into another march on the 
governor's office like the one that occurred 
in April. The fear sparked by mass ar- 
rests and dismissals, as well as the trauma 
engendered by April's scenes of chaos, 





Labour activist Pakpahan is escorted to court in Medan. 


Defence Plea 


In early October, testimony in the trial 
of labour activist Muchtar Pakpahan, 
accused of inciting the April worker 
riots in Medan, had not yet been com- 
pleted. So foreign journalists were sur- 
prised to be told by Gen. H. B. Mantiri, 
chief of general staff of the Indonesian 
armed forces: "As you know, Pak- 
pahan is already on trial, and he gets 
six years." 

Back in Medan, Pakpahan's lawyers 
were aghast. "That person is dumb," 
the labour leader's attorney Mahjoe- 
danil thundered to reporters outside 
the courtroom. Inside his chambers, 
Judge V. D. Napitupulu told the 
REVIEW that the general was merely 
pointing out the maximum penalty 
Pakpahan could receive under the law. 

In his defence plea, Pakpahan says 
that the Medan workers’ protest “con- 
tinued without my knowledge and 
without my permission. If the Medan 
branch had told me beforehand in Ja- 
karta, I would have put a stop to the 
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represent formidable deterrents to future 
organising. These days, workers even shy 
away from theatre rehearsals. “We have 
to start all over again from scratch," says 
one activist. 

Nonetheless, six months after the 
20,000-strong April protest, the interna- 
tional spotlight is still on Medan. This time 
it is focused on the criminal trial (see ac- 
companying story) of Muchtar Pakpahan, 
chairman of the Indonesian Workers' 
Welfare Union (5В51), the independent 
union founded in 1992 to challenge the 
government-backed union, known as the 
SPSI. Less noticed, but equally critical to 
the future of Sumatran labour, are the 
prosecutions of Parlin Manihuruk, Mai- 
yasyak Johan and Jannes Hutahaean. АП 
are accused of inciting the 
protest. 

The Indonesian Government 
has also leaned on employers 
to achieve its overriding aim of 
subduing unrest. In the months 
following the riot, teams of 
civilian and military officials 
were dispatched to factories to 
hammer out new labour agree- 
ments and explain the rules on 
the new minimum wage. Some 
factory owners were sum- 
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protest.” The prosecution, 
however, maintains that 
Pakpahan's speeches and 
letters led directly to the 
workers' decision to strike 
en masse, which then re- 
sulted in criminal acts of violence. 

At a marathon seven-hour session 
on October 12, the prosecution concen- 
trated on Pakpahan’s letter of January 
28 this year. In it, the labour. leader 
instructed Medan workers to partici- 
pate in a national strike for one hour 
on February 11. 

A general hubbub broke out in the 
courtroom when Pakpahan produced 
another letter. This one was dated 
March 25, 1994, It informed sBsI branch 
members of the tactical decision to 
postpone all strikes until October 18, 
1994. "Why didn't you follow this 
order?" Pakpahan sternly asked one 
SBSI witness. The answer: the letter ar- 
rived just as angry workers from 24 
factories were finalising plans to march 
on the governor's office. 

On October 13, Pakpahan was 
reported to be ill and refusing to at- 
tend court. Defence lawyers grew tired 
of waiting and left. An SBSI witness 
burst into tears and refused to testify. 
And a weary Judge Napitupulu ad- 
journed the trial until October 17. 

m Margot Cohen 
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moned for personal lectures. 

The message got through. Both labour 
activists and industrialists agree that more 
than 90% of Medan's factories now pay 
the minimum wage, compared with wide- 
spread non-compliance prior to the April 
protest. Those employing workers under 
the piecework system, favoured as a spur 
to productivity, must also now adhere to 
the minimum wage base. Forced overtime 
has been largely stopped. 

^Most of the companies realise that this 
labour force cannot be suppressed indefi- 
nitely. It has to be accommodated," says 
one local economist. But this newfound 
spirit of accommodation has its limits, 
particularly when it comes to permitting 
workers to organise. Some 75% of the 
Medan companies which employ more 
than 250 workers each have turned a deaf 
ear to repeated government requests that 
they establish 5Р5І units. 

The Suharto government is relying on 
an expansion of the sPsi to prove to the 
international community — particularly 
the United States, which 
has threatened to cut off 
trade benefits — that In- 
donesian workers are 
adequately protected. 
But in Medan, only 20 
additional spsi units 
have been set up since 
April. 

Why should employ- 
ers resist harbouring SPSI 
units, when the govern- 
ment-sanctioned union 
is generally acknowl- 
edged to side with man- 
agement? "It's more dif- 
ficult to make changes 
or decisions," explains 
the manager of one fac- 
tory hit by worker unrest. "If you want to 
fire a worker or rotate him to another sec- 
tion, you have to go through the union." 
Besides, he adds, the sPsi might just turn 
into a potent force. "The workers are more 
clever now. They know their rights." 

Indeed, a quiet undercurrent of pride 
runs through the leafy workers’ quarters 
and street stalls nestled behind the Medan 
Industrial Zone. “Rather than remain op- 
pressed, it’s good they went to the 
streets,” remarks a young woman dan- 
dling her son with her left hand — she 
has no right hand, having lost it several 
years ago in an industrial accident. 

At the same time, worker satisfaction 
over winning a wage rise has been tem- 
pered by distress over inflation. Recent 
price increases in rice, sugar and other 
basic commodities have eaten into the Rps 
650 increase in the daily minimum wage. 
“Compared with the prices of things, it 
has no meaning,” complains a worker at 
wood-products manufacturer PT Indo- 
karya Tetap Cemerlang. 
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Meanwhile, local non-government or- 
ganisations, along with their counterparts 
in Java and elsewhere, are experiencing 
tighter control over their activities as No- 
vember's Asia-Pacific Economic Coopera- 
tion forum summit in Indonesia ap- 
proaches. Surveillance has been height- 
ened, though its level seems to vary in 
different neighbourhoods. In the Tanjung 
Morawa area, for example, workers told 
the REVIEW they felt free to gather in food 
stalls and at each other's homes. But work- 
ers in the neighbourhood adjacent to the 
Medan Industrial Zone said military po- 
lice had broken up their gatherings. 

Two young army soldiers at United 
Rope told the REVIEW that many of their 
armed forces colleagues — including 
some from the navy — were posted at 
factories in and around the industrial 
zone. Visitors to the office of the North 
Sumatra regional manpower chief will 
find an army soldier, two years from re- 
tirement, stationed at the desk. Military 
Officers can be found consulting with civil- 





Medan workers' rampage: some gains at last. 


ian officials at the Medan manpower of- 
fice near the local headquarters of the rul- 
ing Golkar party. 

The involvement of the armed forces 
in labour matters is a sensitive matter for 
the Indonesian Government, which is 
fighting off international criticism on the 
subject. Last January, for example, a Man- 
power Department decree explicitly allow- 
ing armed forces participation in labour 
affairs was annulled. Maruli Sihombing, 
head of the 5р5/5 Medan chapter, says 
there are no soldiers posted in factories. 

Some workers seem more emboldened 
than cowed by their bitter experience with 
the authorities. "I don't feel afraid. I know 
that I'm right. This struggle is not for me 
alone," says a worker at food-products 
company PT Sari Indofood, who alleges 
that he was beaten with empty bottles and 
wooden chairs during three days in de- 
tention. With many of those imprisoned 
after the April riots due to leave their cells 
soon, the ranks of Indonesia's radicalised 
workers are expected to swell. m 
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MALAYSIA 


The Split 
That Wasn't 


No rift between Mahathir 
and Anwar 








By S. Jayasankaran in Kuala Lumpur 

t's not easy being heir-apparent, a truth 
| that has been driven home to Malay- 

sia's Deputy Prime Minister Datuk Seri 
Anwar Ibrahim. Anwar returned home 
from an overseas trip to find the stock- 
market had plunged in his absence amid 
rumours that he and Prime Minister 
Datuk Seri Mahathir Mohamad had fallen 
out. 

The talk of a rift was precipitated by 
unusually outspoken criticism of Mahathir 
by Datuk Nazri Aziz, the acting leader of 
the youth wing of Malaysia's dominant 
United Malays National Organisation 
(Umno). Nazri erupted after the prime 
minister appeared to defend Tan Sri Ab- 
dul Rahim Tamby Chik, until a few weeks 
ago the head of Umno Youth and chief 
minister of southwestern Malacca state. 
Rahim is currently under police investi- 
gation for an alleged affair with a minor, 
and Mahathir was quoted as saying that 
he should not be condemned until he had 
been found guilty in court. 

Nazri soon apologised, apparently at 
Anwar's behest, leaving political analysts 
in the capital wondering why the rumours 
of a split between Mahathir and his 
deputy began in the first place. Nazri, it 
was true, had never been a firm favourite 
with Mahathir and was considered a close 
Anwar supporter. Analysts also noted that 
Rahim's downfall began with a front-page 
story in a Malay daily controlled by An- 
war supporters. All of which was enough 
to set tongues wagging among the capi- 
tal's chattering classes, but little more. 

What really intrigued Umno watchers 
were the parallels with former Deputy 
Prime Minister Tan Sri Musa Hitam’s ill- 
fated tenure in the early 1980s. Some ar- 
gued that, as was the case with Musa, 
Anwar is in danger of being pushed into 
a vulnerable position by a core of increas- 
ingly impatient supporters around him. 
Says a long-time friend of Anwar: "There 
is a group of people around him who 
want him to be No. 1 yesterday. These 
people are impatient for power and the 
things that go with it." 

Whether Anwar listens to them is, 
however, another question. His old 
friends say that he genuinely "respects 
and admires" Mahathir. п 
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Believe It or Not 


Arrested smugglers claim to be Chinese officials 





E Il in all, it was a pretty feeble ex- 
A= When an unmarked vessel 
with Chinese registry was caught 
red-handed unloading contraband cigar- 
ettes from a Honduras-registered cargo 
vessel just off the Philippine coast, five of 
the 33 crew promptly claimed they were 
Chinese marine police. They were on a 
secret undercover mission to capture 
smugglers, they said. 

Still, Philippine officials say those 
claiming to be police officers did present 
identification papers issued by China's 
Interior Ministry. They also produced an 
order from the Defence Ministry author- 
ising them to "conduct anti-smuggling 
operations." Several Chinese AK47s were 
found on board, along with a dozen mili- 
tary uniforms, including one of a People's 
Liberation Army general. 

"Some or even all of the others in the 
crew who did not claim to be soldiers 
could be just hiding their identities," says 
a Philippine official involved in the ar- 
rest. "Who knows? Maybe one of them 


could even be the general." 

That a Chinese general might be 
aboard isn't as unlikely as it seems. The 
sea lanes between the Philippines and 
China's southern coast have been rich 
picking grounds for pirates and smugglers 
in recent years. And according to the In- 
ternational Maritime Organisation, many 
of those carrying out the attacks have ap- 
peared to be Chinese security officials or 
were posing as such. 

The Philippine authorities had other 
reasons to suspect that the smugglers 
might be members of the security forces. 
Whether their mission was officially sanc- 
tioned, however, is another matter alto- 
gether. Benjamin Kho, chief of the Eco- 
nomic Intelligence Bureau's (ЕПВ) Special 
Operations Group, which led the opera- 
tion, disclosed that his action was 
prompted in part by a top-secret Interpol 
report. The report alleged that Chinese sol- 
diers were bartering what is called shabu 
(methamphetamine hydrochloride, also 
called ice, or poor man's cocaine) for con- 
traband American and British cigarettes. 
Part of the operation, the report alleged, 


was undertaken off Philippine coasts. 

The Interpol report alleged that the 
shabu was being manufactured in a mili- 
tary camp in China, and had the bless- 
ings of an army general. "It's common 
knowledge in the Asian intelligence com- 
munity that there are two main sources 
for shabu: Taiwan and China,” says Levy: 
Macasiano, an ЕПВ official. 

“Their operations may have been io 
ing on for more than a year now," the 
EllB/s Kho says. “Their MO [modus 
operandi] was to get the cigarettes in 
tainer vans from Hong Kong, take them: 
through Manila as transhipment carg 
where they are taken off the vans, ап 
then proceed off the coasts to unload their 
contraband to the smugglers' vessels," he 
explains. 

There is much less evidence, however 
for the claim that five of the arrested men: 
were part of a super-secret Chinese anti- 
smuggling operation. So far, for example, 
the Chinese Embassy in Manila has kept 
mum about the arrests. “We are still wait- 
ing for official reports from our main of- 
fice, and we have as yet no verified re- 
ports," Deng Xijun, embassy second sec- 
retary for political affairs, told the REVIEW; 

Says one Philippine official: "You can: 
draw your own conclusions. If they were 
undercover agents, the Chinese embassy 
would have rushed to defend them and. 
take care of them. Nearly a week now, 
they're just distancing themselves." 
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Flood-devastated provinces will see a larger-than 


CHINA 





-usual exodus of migrant labourers into the eastern coastal cities. 


The Reckoning 


China's hard-pressed leaders in Beijing are only now realising 
the full social and economic costs of the floods and drought 
that have pummelled China in recent months. 





By Lincoln Kaye in Zhengzhou, Henan, 
and Wenzhou, Zhejiang 


With nearly a fifth of 
China's croplands idled 
this year by floods and 
drought, the trains heading 
to the coast are more 
| jammed than ever with 
~ migrant labourers seeking 
work. On an overnight local from the des- 
iccated agrarian heartland of Henan to the 
booming metropolis of Shanghai, farm 
boys cram into every cranny of the “hard 
seat” coaches. But around Zhao Ming- 
peng, crouched in a connecting passage 
between railcars, there’s still a respectful 
six-inch buffer of space. Maybe it’s his 
black, coarse-spun monastic habit that 
commands special awe, or his long, wild 
hair, gathered up in a top-knot. Or maybe 
it’s the low, throaty sing-song with which 
the 43-year-old Taoist priest delivers his 
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verdict on the causes of this year’s di- 
sasters. 

“It’s the president,” he says, citing 
Chinese leader Jiang Zemin. “He’s out of 
joint with the elements. His eight charac- 
ters clash. Wherever he passes, calamity 
follows. He comes to Xian and the clouds 
burn off. He visits Shandong and the cot- 
ton shrivels. He goes to Gansu and the 
Hui rise up. He stops in Guangdong and 
the dykes dissolve. Talk about floods; just 
look at his name!” (The characters Jiang 
Zemin literally mean “the rivers swamp 
the people.”) 

The other people in the carriage don’t 
respond. They just listen stoically as the 
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train hurtles them toward their uncertain 
fortunes on the coast. But there is much 
in what the Taoist says that should alarm 
President Jiang and his fellow cadres. 
How the migrants fare when they reach 
the coast will have a profound impact on 
the political manoeuvring in China’s im- 
minent leadership succession. The infla- 
tionary impact of the disasters, mean- 
while, could cloud prospects of a “soft 
landing” for the overheated economy, 
placing further pressure on the commu- 
nist leadership. 

The rivers have already ebbed in the 
southeast coastal provinces and Manchu- 
ria; autumn rains have started to quench 
the parched fields of central China. But 
the brunt of this year’s disasters has yet 
to hit home. China is only now getting 
around to totting up the costs of what the 
official media have described as its worst 
drought since communist “Liberation” in 
1949 and its worst flooding in nearly 
seven decades. 

In September, the death toll from flood- 
ing stood at nearly 3,000. Primary dam- 
age amounted to nearly US$9 billion, 
without even reckoning the knock-on ef- 
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fects of lost production and delays caused 
by damaged infrastructure. Drought had 
affected nearly 18 million hectares of 
cropland — nearly 18% of the nation’s 
total — spread across seven provinces. 
All of this will provide plenty to dis- 
cuss when the government's top social 
scientists meet in mid-October for their 
semi-annual wrap-up of economic and 
political prospects. High on the agenda, a 
participant says, will be the effects of this 
year's disasters on: 
>» Crop yields. Officials soothingly reit- 
erate that this year's grain output will be 
only a percent or two below 1993's record 
456 million tonnes. What they fail to note 
is that the disasters hit mainly the autumn 
harvest's cash crops — vegetables, oil 
seeds and such — rather than the sum- 
mer harvest's staple grains. 
> Rural incomes. Farmers rely on the 
market crops for disposable income. Much 
of the staple grain is still absorbed by tax 
levies. 
> Employment. Cash-strapped 
farmers, without the usual 
round of autumn-harvest 
chores to tie them to the land, 
will swarm to the industrialised 
seaboard in greater numbers 
than ever seeking work. As 
many as 100 million could hit 
the road this year, some demog- 
raphers predict. Yet flood dam- 
age, especially to the township 
enterprises of the southeast, will 
reduce the capacity of the coast 
to absorb workers. 
р Social order. The strains of 
more migrants chasing fewer 
jobs may cause a new surge in 
China's crime wave. Even for peasants 
who stay down on the farm, the disasters 
have aggravated ancient feuds by inten- 
sifying competition for scarce resources. 
Henan officials relate, for example, how 
clan wars flared anew in drought-hit 
Loyang when peasants dynamited a 
bridge between two neighbouring villages 
to form a makeshift dam. 
№ State finances. The added burden of 
propping up farm incomes while at the 
same time subsidising urban food prices 
has already forced Beijing to divert 40% 
of the reserves originally earmarked for 
capital construction this year, according 
to the official China Daily. 
> Leadership prestige. Circumvention of 
official sanctions against speculation and 
hoarding undermine the regime’s credi- 
bility. So does the diversion of relief sup- 
plies by corrupt local officials. A few well- 
publicised prosecutions of such cases may 
be just the tip of the iceberg, cynics sug- 
gest. China’s superstitious tendency to lay 
all calamities at the emperor's door has 
shaken dynasties before (see accompany- 
ing story). 
> Consumer prices. In August, annual 
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inflation was running at 27% in the top 
35 cities. Foodstuffs led the way, with 
grain up 60%, fresh vegetables up 49% 
and other foods up 38%. The national in- 
flation rate, which just a couple of years 
ago was less than half the level in the 
cities, now runs as high as 22%. 

That suggests price increases now 
reach deeper into the countryside, where 
incomes are hardest hit by the disasters, 
according to Academy of Sciences econo- 
mist Jia Ximin. The net effect is to further 
widen income gaps between the town and 
the hinterland, haves and have-nots, the 
beneficiaries of patriarch Deng Xiaoping’s 
reforms and those who have been left 
behind. 

Chinese history shows that such gaps 
offer a fertile breeding ground for social 
and political turmoil. Inflation now stands 
at its highest level since 1989, when rising 
prices helped fuel the anti-government 
demonstrations that precipitated the 


Autumn harvest: hard hit by natural disasters. 
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Tiananmen massacre. 

The setbacks posed by this year's 
disasters could hardly come at a worse 
time for the Beijing leadership. There are 
daily rumours of the 90-year-old patri- 
arch's imminent demise. Deng's death 
could touch off pitched in-fighting be- 
tween his designated successors and 
Politburo rivals. Or provincial power- 
brokers could mount a bid to shake off 
central authority. Or party leftists could 
attempt a roll-back of market reforms. 
Each of these challengers may try to seize 
upon social discontent to throw the re- 
gime off balance. 


ince the start of the year, we've 
S been walking a tightrope," a gov- 

ernment policy adviser admits. “In- 
flation has to be brought to heel, yet em- 
ployment must be maintained. If we 
tighten up too much on money and credit, 
state enterprises go to the wall. But if we 
subsidise their payrolls, prices 
shoot up again. 

^We started the year with 
tight money, then loosened up 
around May as state enterprises 
started to founder. We were just 
about muddling through, under 
the banner of ‘Macro-Controls,’ 
when the floods and droughts 
came on in July. So now we're 
back where we started, unsure 
whether to home in on jobs or 
prices." 

Whichever way they turn, 
the disasters have cramped the 
policymakers' room for man- 
oeuvre. Moving relief supplies 
from unscathed enclaves to the 
disaster zones vastly overtaxes China's 
already-strained infrastructure. Grain 
shipments, for instance, now must com- 
pete with industry for transport; interna- 
tional purchases of price-stabilising food 
reserves could pre-empt scarce foreign 
exchange. 

Ironically, China's very successes have 
served to deepen the pain of the 1994 dis- 
asters. The explosion of building, invest- 
ment and industrialisation along the coast, 
for example, has vastly raised the stakes 
when floods strike. In Zhejiang's entre- 
preneurial enclave of Wenzhou, Typhoon 
Fred shut down nearly 90,000 factories in 
August. “The last time we saw such a 
major typhoon, back in 1911, who ever 
dreamt of 90,000 factories in Wenzhou?" 
asks Ma Jinlong, vice-director of the city's 
Economic Reform Commission. 

Haphazard construction increased the 
death toll (1,1161) and the total property 
damage, he adds. Gimcrack plants and 
squatter shanties had sprouted like mush- 
rooms in boomtime Wenzhou. They suc- 
cumbed easily to the flood waters. 

At Longwan, on the floodplain of 
Wenzhou's Ou river, 71-year-old trishaw 
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driver Wen Ziyin stands 
amidst the rubble of the 
house he grew up in. АП 
that's left are some neatly 
sorted grey bricks, a few 
scraps of ornamental wood- 
work and a tubular-steel bed- 
frame perched atop a sodden 
heap of unidentifiable rags. 
Plus the bamboo grove that 
his father planted to improve 
the homestead's feng shui. 

"When we were small," 
Wen recalls, “we never feared 
typhoons." It wasn't just the 
bamboo grove that gave pro- 
tection; four barrages stood 
between the house and the 
river. But Wenzhou's new 
airport turned Longwan into 
a development zone. Slap- 
dash new industrial blocks 
breached the dykes all along 
the riverfront. 

Thus, when the typhoon 
hit on August 21, right after 
peak high tide, ^we had 
barely an hour from the first 
trickle under the door until 
we saw our house collapse." 
In that time, Wen and his 


The Misery Factor 


Apocalyptic horsemen have 
stalked China throughout its 
history. Author Jasper Beck- 
er, who surveyed dynastic 
records for his current book 
Hungry Ghosts, (John Murray, 
London), found that natural 
calamities and their attend- 
ant famines occurred some- 
where or the other in China 
in virtually every one of the 
last 2,000 years. 

When the burden on the 
populace grew insupportable 
— through a coincidence of 
catastrophes, human mis- 
management, corruption or 
war — the disasters repeat- 
edly served as catalysts for 
fundamental political shifts. 
Call it the Mandate of 
Heaven or call it (in Maoist 
parlance) the "convergence 
of objective conditions and 
social forces," the misery fac- 
tor has proved decisive in 
recent Chinese history: 


switches its course from 
south to north of the Shan- 
dong peninsula. Flood-dis- 
placed peasants swell the 
ranks of the Nian rebels, who 
aggravate the Taiping chal- 
lenge to the Oing dynasty. To 
quell the revolt, the court 
becomes yet more beholden 
to European powers. 


1896 Refugees fleeing fam- 
ine in Jiangsu pour into Shan- 
dong, hotbed of the Boxer 
rebellion, spelling the begin- 
ning of the end for the Oing. 


1920 Droughts scourge Gan- 
su and Shaanxi in the same 
year the Chinese Communist 
Party is founded. 


1927 Nearly 60 million peo- 
ple in northwest China are 
affected by famine. Kuomin- 
tang generalissimo Chiang 
Kai-shek turns on his erst- 
while communist allies in 


ing the Chinese civil war. 


1943 Chiang cuts dykes on 
the Yangtze River to halt the 
southward, advance of the 
Japanese. Floods ravage the 
central China plain, handing 
the communists a moral ad- 
vantage which they ride to 
victory in the civil war. 


1958-60 Droughts and floods 
aggravate the economic chaos 
of Mao's Great Leap Forward. 
Famines claim the lives of 20- 
50 million Chinese. Mutual 
recriminations in China's Po- 
litburo precipitate the Sino- 
Soviet split and the disastrous 
Cultural Revolution. 


1976 An earthquake strikes 
the Beijing-Tianjin area bare- 
ly a month before the death 
of Mao Zedong. The natural 
catastrophe lends supersti- 
tious resonance to dynastic 
succession, making it easier 
for then-supremo Hua 
Guofeng to lever out Mao's 


family made a dash from the 
homestead to the slopes of 
Leida mountain, nearly a 
kilometre away, site of their 
ancestral graves. 

They set out in ankle-deep water. It 
was chest-high by the time they made it 
out of the plain. Sifting the rubble of their 
home the next day, they found no trace 
of the Rmb 50,000 (US$5,800) they had 
stashed in the walls to buy a new house 
when the development zone finally got 
around to relocating them. Now reduced 
to camping out with relatives, Wen feels 
"like a migrant in my native place." 

Prospects look even grimmer for mi- 
grants from outside. At the jam-packed 
Wenzhou labour exchange, itinerant 
worker Wang Zuohua, 30, reports that 
the only well-paid work on offer is back- 
breaking construction jobs with 15-hour 
shifts. Otherwise, there are only lowly 
assembly jobs in back-room sweatshops. 
And even these pay just Rmb 200 a 
month, a third less than they did before 
the flood. 

Wang wants no part of either of these 
jobs. He'd rather just stay in his Rmb 3.50- 
a-day shanty room and keep checking the 
labour exchange for “a suitable opportu- 
nity." At least it beats staying home in 
drought-stricken Anhui with no money 
and nothing to do. 

A more mobile workforce and rising 
expectations aggravate the social costs of 
the disasters. "We're far beyond the point 
of worrying about mass starvation," the 
government policy adviser boasts. "But 


1853-55 The Yellow River 





Migrant workers study job notices in Guangzhou. 


the downside is we're now faced with a 
far more demanding constituency to sat- 
isfy. People have come to count on ever- 
rising standards of living. When it doesn't 
work out that way, it's the government's 
problem." 

It could become the world's problem, 
environmentalists fear. Economic growth 
is boosting China up the food chain, a 
recent Worldwatch report argues. People 
turn increasingly to grain-intensive food- 
stuffs like meat, eggs, milk and beer 
rather than primary consumption of 
starch. At the same time, urbanisation 
and industrialisation will cut back 
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Shanghai, effectively launch- 


widow, Jiang Qing, and her 
leftist Gang of Four. ш 


croplands and grain 
output by 20% be- 
tween 1990 and 2030. 

The result, accord- 
ing to Worldwatch 
founder Lester Brown, 
wil be a Chinese 
grain-import require- 
ment of 213-378 mil- 
lion tonnes by 2030 — 
daunting when com- 
pared with the world's 
current total export- 
able grain surplus of 
barely 200 million 
tonnes. Yet Brown's 
Malthusian nightmare 
looks a lot more plau- 
sible in light of the inflationary impact in 
China of a mere 2% decline from last 
year's record grain harvest due to the 1994 
disasters. 

Others are much less gloomy. “West- 
ern doom-saying about China is greatly 
exaggerated," cautions an economist from 
a multilateral lending institution. "By 
most objective indicators, this country's 
doing brilliantly. Money supply on tar- 
get, foreign reserves strong, exchange rate 
stable. Even inflation looks a lot more ac- 
ceptable when you realise that half of it 
comes from decontrol of administered 
prices." и 
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Chinese cotton workers: a threatened shortage led to panic. 


System Failure 


Exchange closures, cotton war, highlight deficiencies 





By Lincoln Kaye in Beijing 





Flanking the street en- 
trance of the Zhengzhou 
Commodities Exchange, a 
pair of bas-reliefs show the 
legendary figures Pan Ku 
and Nu Wa, primordial 
mother and father, respec- 
tively, of the Chinese race. He's propping 
up the heavens, she's patching holes in 
the firmament. 

Apt images for the gateway to China's 
longest-established futures exchange. It 
seems that as far as Beijing is concerned, 
the main function of markets such as this 
is to keep the financial skies from falling. 
When the skies turn vengeful, as in this 
year's floods and droughts, markets either 
toe the official line or face regulatory 
wrath. 

In the face of sudden and unpredict- 
able supply fluctuations, markets have 
proved powerless to allocate resources 
efficiently. Beijing has come to view price 
regulation and commodity exchanges as 
part of the inflationary problem, rather 
than part of the solution. In mid-October, 
the official Xinhua news agency an- 
nounced a streamlining of the country's 
commodity markets. The 43 futures 
exchanges that have sprung up nation- 
wide in the course of China's four-year 
experiment with futures trading have 
been reduced to 15. Zhengzhou will be 
one of the survivors. 

The writing had been on the wall as 
early as April, when regulators banned 
futures trading in such commodities as 
coal and steel, capped futures prices for 
refined oil products and closed all for- 
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eign-funded futures brokerages. The 
markets' sin: They priced futures for 
industrial inputs as though China's boom 
would go on unabated, despite a credit 
contraction and officially declared targets 
for СОР growth and inflation of 10% or 
less. (In the event, the markets were 
proved right.) When droughts and floods 
threatened farm output, Beijing waded in 
on agricultural futures, too. Inspectors 
staked out all the exchanges and inter- 
mittently suspended trading whenever 
they felt prices were getting too frisky. 

"This is what we mean by a 'socialist 
market economy’,” scoffs an economist 
from the Chinese Academy of Sciences 
(CAS). "The government establishes a mar- 
ket just in order to have an arena for price 
intervention. If the market gets uppity and 
starts to go its own way, they lower the 
boom on it.” 

For a glimpse of the future of futures, 
Chinese-style, take a look at Zhengzhou's 
trading floor. No “open outcry” mayhem, 
thank you. Red-jacketed traders sit be- 
hind their computer screens with hands 
folded on their desks like well-behaved 
schoolchildren. The Big Board at the head 
of the two-storey hall lists a handful of 
the “most active” contracts — wheat, rice, 
red beans and Chinese government treas- 
ury bills. 

But the ruby-red digitised numbers just 
blink passively: no price budges. “We 
follow the spot market pretty closely, 
now,” the exchange’s vice-president, Li 
Shouchang, boasts. “We have none of the 
problems you used to see on some of the 
big city exchanges — excessive specula- 
tion, over-extended margins, side deals. 
Risk can never be eliminated, but it can 
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be managed, and that’s how we see our 
job.” 

Even basic futures-industry ploys such 
as arbitrage between exchanges find few 
followers in Zhengzhou. “The Chinese 
transport system argues against arbi- 
trage,” Li explains. “Hard as it is to ship 
produce around the country, you cannot 
realistically treat contracts on different 
exchanges as equivalent.” 

Yet barely 1% of contracts actually go 
to physical delivery, he admits. So futures 
markets are far more sensitive than the 
spot markets to factors such as govern- 
ment policy, weather, social climate and 
such. 

Li, an economist who has toured the 
futures exchanges of Chicago, remains 
convinced that in the long run, the futures 
markets should offer an invaluable tool 
to hedge such risks. And the way to get 
there, he adds, is by giving the markets 
more, rather than less, latitude in order 
to incorporate the fullest possible infor- 
mation. But it takes time for a market to 
mature, he sighs. 

The CAS economist offers a more cyni- 
cal assessment. “The markets for capital 
and for futures are ‘high-order’ markets 
— markets of markets. In a way, you 
could say they sum up the trends of pri- 
mary commodity markets for industrial 
inputs. But if the primary markets are 
completely dominated by official med- 
dling, then all the futures markets can do 
is second-guess the meddlers. 

“Which makes them so twitchy that 
the government eventually has to shut 
them down. But what happens to the trad- 
ers then? Do they just disappear? No, they 
go underground. That’s why we have 
blackmarkets here for everything deeply 
institutionalised already. And why not? 
They meet a need. A very dangerous 
stage, though, when your economy de- 
pends on blackmarkets to keep on func- 
tioning.” 

This year’s “cotton wars” provide a 
classic case in point, he says. A boll-worm 
infestation depressed last year’s output to 
a 16-year low of 3.8 million tonnes, barely 
60% of the record 1984 crop. A two-thirds 
increase in prices for state purchases, to 
Rmb 500 (US$59) per 50 kilograms, 
prompted a modest increase in cotton 
acreage this year, with a projected crop of 
4.3 million tonnes. This is still down from 
1992 levels, however, and nearly a mil- 
lion tonnes short of annual demand. 

The prospect of a shortage of raw 
materials sowed panic in the textile in- 
dustry, which accounts for 25% of China’s 
total exports and 16% of its industrial 
output. Cotton mills started bidding up 
cotton on the blackmarket. Farmers, 
caught in a cost squeeze by the inexora- 
ble rise of such inputs as fertiliser, were 
only too happy to sell outside official buy- 
ing channels. This prompted underground 
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brokers to adulterate supplies with every- 
thing from bricks to motor oil. 

Hundreds of cotton mills ground to a 
halt, choking on the junk in the cotton 
yarn. With 15 million people employed 
in the industry, idle spindles pose a 
potentially volatile social problem for the 
Beijing regime. To keep the mills in busi- 
ness, China had to import 283,000 tonnes 
of cotton from the United States this year, 
nearly a 30-fold increase over 1993. 

“Maybe it’s our special way of show- 
ing we're Gatt-friendly,” the economist 
says. "Buy from the U.S. the inputs 
needed to dump garments into their mar- 
ket." To further reassure the mills of con- 
tinuous supplies, the government reas- 
serted its monopoly over cotton purchases 
in August. State banks, meanwhile, issued 
emergency orders that cotton farmers 
were to be paid in hard cash, rather than 
in IOUS, as in previous years. 

China's economic tsar, Vice-Premier 
Zhu Rongji, touring the cotton regions of 
Shandong, stressed that state acquisition 
targets must be met by using "every 
means possible to arouse farmers' en- 
thusiasm." That may prove a tall order, 
considering that at state-acquisition 
prices, cotton pays barely a fifth of the 
return per acre that farmers can realise 


One of millions dependent on cotton. 


on more lucrative crops such as garden 
vegetables. 

The Economic Daily reported that in one 
Hubei township the local Communist 
Party committee, eager to protect its own 
blackmarket windfalls, set up roadblocks 
to stop cotton farmers from selling to state 
purchasing agents. Little wonder, then, 
that a cabinet circular promised anew on 
October 10 that anyone "falsely reporting 
cotton production, failing to implement 
state plans or driving up cotton prices will 
be investigated to the very end." ш 
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TAIWAN 


Fast 
Friends 


Stock scandal tars all of 
Taiwan's main parties 


By Julian Baum in Taipei 





ung Da-ming is a man who makes 
friends quickly. When he squeaked 
into Taiwan's parliament two years 
ago, just weeks after his conviction for 
securities fraud, he was still in the politi- 
cal shadows. But on October 6, when 
police raided Oung's penthouse office fol- 
lowing a new stockmarket scandal, at least 
18 lawmakers of all political stripes rushed 


| to his side. 








The legislators, who apparently 
wanted to discourage police from confis- 
cating Oung's financial records, said they 
were just showing friendly support for 
their colleague. Party bosses and the pub- 


| lic, however, were unconvinced. They saw 


the lawmakers’ show of solidarity as a 
tacit admission of financial links to Oung, 
a well-known stockmarket player widely 
reported by Taiwan media to have 
brokered share deals for fellow office- 
holders. "They weren't concerned about 
Oung Da-ming," comments the senior 
aide to a Kuomintang (KMT) legislator. 
“They were concerned about themselves.” 

The scandal centred on the biggest 
stockmarket default in two years. By 
October 8, bouncing cheques had trig- 
gered a drop of more than 1,000 points, 
or almost 15%, of the Taipei weighted in- 
dex. But the political storm stirred up by 
the affair has overshadowed the financial 
side of the calamity. 

The pro-independence Democratic Pro- 
gressive Party (DPP) expelled lawmaker 
Hou Hai-hsiung from its ranks on Octo- 


| ber 12 for his alleged involvement with 


Oung and the Oung-controlled Hualon 
group. Hou has threatened to expose 
other DPP members with links to Oung. 
Some prominent members of the New 
Party, meanwhile, hold positions as di- 
rectors or advisers to Hualon companies. 
For its part, the ruling KMT has made 
noises about investigating its members' 
financial connections with Oung, though 
few observers expect the party to stir up 
such a potential hornets' nest ahead of 
year-end elections. 

The case has deepened public cynicism 


| over the role of money in Taiwan's poli- 


tics. "I think this Hualon case is only the 
tip of the iceberg to show the extent of 
money politics in Taiwan's political 
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arena,” says Diane Ying, publisher of Com- 
monwealth magazine, Taiwan's leading 
monthly. She says Taiwan's politicians 
have to spend so much to get elected that 
they have to find a way to pay back their 
creditors. 

Oung, a 44-year-old business tycoon, 
may have provided a way. “Rather many" 
legislators have entrusted him with funds 
to invest in the equities market, says the 
KMT legislative aide. Though on the face 
of it such a practice isn't illegal, it raises 
serious questions about conflicts of inter- 
est. And no legislator wants to have his 
name connected with securities violations 
such as this month's massive defaults on 
stock payments. 

An official at the Securities and Ex- 
change Commission (SEC) says the agency 


a. 0 


Oung, the legislators’ friend. 


had been watching the trading operations 
of brokerages connected with Oung and 
his business group since early this year. 
Investigators now claim they have evi- 
dence linking him with NT$3.4 billion 
(US$128 million) in unsettled payments 
for shares that were due on October 5-6. 
It was these defaults that precipitated the 
share rout and subsequently led authori- 
ties to close four securities houses, includ- 
ing two affiliated with the Hualon group. 

The episode recalled a similar incident 
almost two years ago when one of Oung’s 
business associates, Lei Poh-lung, was in- 
dicted for failing to settle accounts on 
stock purchases nearly three times as 
large. "Compared with two years ago, the 
impacts this time are more political than 
financial,” SEC Chairman Day Li-nin said 
in an interview. "The market system is 
now more stable, and fewer investors are 
chasing the big players. But the political 
power of the stock players has grown, 
especially in the legislature." 

Observers in the legislature doubt the 
uproar over unethical financial dealings 
by elected officials will result in any poli- 
tical reforms. "We desperately need rules 
to regulate the conduct of civil servants," 
says the KMT aide. "But unless the news 
media keep up the pressure, another crisis 
will come along in the next few weeks 
and this one will soon be forgotten.” ш 
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India, where he covered world events for the newspaper for two 


India's Nuclear Option 


nce again, events at home and 

around the world have detonated 

a full-blown debate about India's 
nuclear option. And once again, the im- 
mediate fall-out from that debate will 
likely make a common-sense approach to 
the issue ever more difficult. 

The train of events that have sparked 
this debate have been well publicised: 
former Prime Minister Nawaz Sharif's 
full-throated declaration that Pakistan has 
the bomb; the disclosure by the Pakistani 
air attache in Washington, Air Commo- 
dore Shahid Jaed, that in 1984, Pakistani 
Fl6s were about to fly a mission to drop 
conventional bombs on nuclear installa- 
tions in Bombay; and speculation about 
Pakistan's involvement in the smuggling 
of plutonium in Germany. 

Add to this the uncertain future of the 
nuclear Non-Proliferation Treaty (NPT) — 
owing to North Korea — and it is small 
wonder the environment for debate has 
changed. 

Prime Minister Narasimha Rao, to be 
sure, has taken a low-key approach and 
reminded his party's members of Parlia- 
ment that India is well up to matching 
any nuclear challenge from Pakistan. 
Unfortunately, the populism that sur- 
rounds this issue on all sides lends itself 
to a natural temptation to indulge in 
competitive extremism, which makes the 
task of even the most understanding of 
politicians on both sides more difficult. If 
prudence is the better part of virtue, those 
outside powers hoping to see the heat of 
the debate lowered a few notches would 
now do best to refrain from intervention. 

A great deal will also depend on Paki- 
stan. Were either the opposition or the 
establishment in Pakistan to attempt to 
force the issue, under the prevailing situ- 
ation, all they would likely do is to pro- 
voke India into a long-term nuclear op- 
tion to protect its security and economic 
development. The question for India is 
somewhat different. While there can be 
no question that India must look out for 
its security, it is by no means a given that 
a nuclear option must be inevitably linked 
with that priority. 

In many ways, today's crisis arising 
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By Subhash Chakravarti 





from Pakistan's announcements may be 
an opportunity for rethinking some old 
assumptions. Much of the confusion over 
the nuclear issue in India has arisen owing 
to the lack of informed discussion and 
dissemination of facts. India's capacity to 
make a bomb is well established. Dr. Raja 
Ramanna, the father of India's first and 
only nuclear explosion in 1974, noted in a 
recent newspaper interview that the ca- 
pacity to make a bomb depended on the 
availability of plutonium, and that India 
had enough of it. He added that the mo- 
mentum to maintain the reprocessing fa- 
cilities had not stopped. 





& The result of 
Pakistan's chess 
game is that it 
today finds itself 
in the company of 
North Korea 

and Iraq y 





In Ramanna’s reckoning, Pakistan has 
not, as yet, got the reprocessing capabi- 
lity, and is, therefore, seeking to get it clan- 
destinely. In addition, a prominent Indian 
journalist who is a close observer of Paki- 
stan’s nuclear programme, Kuldip Nayer, 
has lately caused a stir by expressing his 
view that India, like Pakistan, already has 
the bomb. 

At first this might appear to sink any 
chance of India’s becoming a part of the 
NPT itself. But India need not decide on 
the NPT today. It can easily wait until next 
year, when the treaty will be reviewed, 
and it is reasonably certain that it will be 
extended. Indeed, before answering that 
question, it might be worth India’s while 
to consider the costs to Pakistan of its own 
moves. For the result of Pakistan’s nu- 
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clear chess game is that it today finds it- 
self in the company of North Korea and 
Iraq, viewed uneasily by the rest of the 
world. This gives India time to consider 
the merits of signing the МРТ while it 
works to improve its international profile 
as a responsible power. 

The case in point is best illustrated by 
the ramifications for Pakistan of an 
amendment offered by United States Sen. 
Larry Pressler. The amendment was 
adopted after then-President George Bush 
declined to certify Pakistan as not having 
a nuclear-weapon programme. It denied 
Pakistan economic aid and the sale of F16 
fighter planes for which payment has al- 
ready been made by Islamabad. India, 
which has developed missiles, nuclear- 
weapons technology and advanced-space 
technology, which will soon be commer- 
cially competitive for launching satellites, 
has attracted no such sanction. 


here is, of course, another concern 
Í relevant to India's nuclear policy: 
its long, common border with 
China — an active nuclear power. China 
is an NPT signatory, and as early as 1964 
declared that it would not use nuclear 
weapons against any non-nuclear coun- 
try. The fact is that the Chinese bomb has 
been accepted by the powers that have 
been pushing to extend the NPT. New 
Delhi must thus ask itself whether it suits 
India's national interests to tie any 
initiative that might result in some bilat- 
eral commitment to spare each other 
from the risk of a nuclear threat to an 
improbable change in Beijing's own nu- 
clear policy. 

Some such understanding between 
China and India would help improve the 
atmosphere and slow down the nuclear 
race on the subcontinent. India's option 
should not necessarily be narrow, and it 
must address the situation with courage 
from a larger perspective. For an India 
that moved to confirm itself as a re- 
sponsible power that enjoyed the confi- 
dence of the rest of the world may find in 
that confidence the security cushion that 
has, until now, been thought to lie else- 
where. Г 
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TRAVELLERS' TALES 





YOUR REFUSE? І REFUSE: Once more, 
the intelligentsia of Tokyo are grappling 
with garbage. The Tokyo Metropolitan 
Department of Hygiene decreed in Janu- 
ary that burnable rubbish should be 
placed in plastics bags which are more or 
less transparent. 

Officials kindly said that consumers 
would be given a "grace period" to get 
used to using see-through bags. But they 
warned that from October, refuse col- 
lectors would turn their noses up at ille- 
gally packed rubbish in the 23 wards of 
the city, reported the Asahi Shimbun news- 
paper. 

But consumers had questions. What if 
the bag is transparent-ish? What if it is 
translucent? What if it is sort of opaque, 
like plastic bags from the supermarket? 

The Hygiene Department pondered, 
and then decreed that a bag which was 
truly transparent was one which you 
could place over a newspaper at a dis- 
tance of two centimetres and still read the 
headlines. However, they would be leni- 
ent, and accept a transparentish grocery 
bag if they could read the headlines of a 
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newspaper through it one centimetre 
away. Any less than one centimetre and 
it was officially non-transparent. 

The only problem is, officials decided 
it was impractical to send teams of opti- 
cal scientists with micrometers out on 
duty with the trash collectors to judge 
each bag every morning. 

There is also the question of which 
newspaper should be used. A jazzy 
tabloid with big headlines, or a broad- 
sheet newspaper with more discreet 


wording? Sigh. The trials of being a highly 
developed civilisation. 





SPILL THE BEANS: Gideon Sheps and 
Natalie Richter were curious about what 
you made with “Yellow Spilt Peas,” from 
Sun Fung Trading Co. of Hong Kong. It 
claims to be an “American Product,” so 
they asked a friend from the United States, 
who said they used it to make Spilt Pea 
Soup, which is similar in style to the Chi- 
nese Dropped Egg Soup. Stop it, you 
guys. I’m about to spill my sides laugh- 
ing. 
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TV TIMES: From a friend of mine who 
has moved to Singapore: "The other day 
I saw a movie on television that was so 
old, the girl said no." 





VAGUE RANT: You want a company 
that's really focused? How about Vague 
Services of Singapore? Chan Ket Teck of 
Coopers & Lybrand showed me some 
paperwork (right) from 
Vague Services. It left me 
unsure about what they 
do, so they live up to their 
name. 





RISKY BUSINESS: 
Reader Pete Gallo poses a 
question: Which establish- 
ment in Hong Kong has 
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attacked by "Indian pneumatic plague," 
says the China Daily. I assume this is like 
the pneumonic plague, but causes victims 
to expand as if a bicycle pump had been 
inserted into a convenient aperture. I was 
sent the clipping by "The Gang of Four," 
a group of readers in Shanghai, who com- 
mented: ^We feel that the risks have been 
over-inflated." 





THE NAME'S COUGH 
HACK SPLUTTER: Hav- 
ing been overlooked in 
the search for a new 
James Bond, I will be a 
good loser and congratu- 
late actor Remington 
Steele, who won the role. 
I wonder who will spon- 
sor the latest Bond film 





its own name spelt wrong on 
its business cards? Would 
Gordon Chan and colleagues 
kindly note that your restau- 
rant is called Rick's Cafe, not 
Risk's Cafe. We like to be of EN 
service. 


FULL OF HOT AIR: Health 
officials in China are stand- 
ing by in case the country is 
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premiere in India? Christine 
Pemberton of New Delhi re- 
minded me that cigarette 
maker Four Square spon- 
sored the previous Bond 
movie, Licence to Kill. I guess 
they liked the title. 





CROSSROADS: In life, one 
sometimes has to make hard 
choices. Here’s a toughie. It’s 
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close to the visitor centre in South Ko- 
rea, at a point where you can gaze into 
North Korea. Now do you take the road 
or the street? Difficult, huh? Computer 
specialist John Barrass of Seoul, who took 
the picture above, said: "I took the street 
and lived." п 


Have a tale to tell? Call (852) 508 4382, fax 
(852) 503 1530 or write to GPO Box 160, 
Hong Kong. 
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Taipei urban rail system built by France's Matra. 





Balancing Opportunities 


hinese President Jiang Zemin's 
visit to France in September 
marks a watershed in relations 
between the two countries. It 
was an official state visit, of which only up 
to four take place in France in any year, 
and was the first of its kind since 1987. 

When President Jiang, accompanied 
by Foreign Trade Minister Wu Yi, was 
greeted by French President Francois 
Mitterrand and then Industrial Develop- 
ment Minister Gérard Longuet, he could 
be assured that the end of a long period 
of tension between China and France 
had finally come to an end. 

A contract to sell Dassault-produced 
Mirage fighter jets to Taiwan, signed two 
years ago, initiated this period of ten- 
sion. In turn, the Chinese Government 
cancelled several contracts that had been 
awarded to French companies, including 
major ones such as that for construction 
of the Guangzhou subway system. Over- 
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all, France lost about Ffr 6 billion 
(US$1.13 billion) in business in China, 
government sources say. 

This unfortunate situation has had 
clear economic consequences for France. 
The market share for French business in 
China fell from 396 in 1990 to 1.5896 in 
1993, according to government statis- 
tics. Italy and Germany held 2.696 and 
5.896 shares respectively. 

The return of good relations between 
the two countries has not been achieved 
without a political price. France has of- 
ficially taken the position that Taiwan is 
“ап integral part of mainland China," 
and has guaranteed that it will make no 
other sales of arms to Taiwan (France is 
the only country in the world to have 
made such a commitment). In addition, 


This special supplement was 
written by Andrew Rosenbaum. 


France has promised China Ffr 1.2 bil- 
lion in credits. 

This policy has proven a diplomatic 
success for the current French Govern- 
ment, since it has improved its relations 
with the world’s fastest-growing market 
while maintaining good relations with 
Taiwan. French exports to Taiwan have 
not declined, nor has Taiwan in any way 
restricted French business activity. 

How did France manage this difficult 
balancing act? With the agreement of 
President Mitterrand, Prime Minister 
Edouard Balladur settled upon this new 
policy, which was put into effect in April 
when Balladur visited Beijing to try to 
bring about a reconciliation. 

“In the government’s assessment of 
the situation, it seemed clear that France 
could be a valuable partner for China in 
a Europe which is moving towards the 
creation of a Single Internal Market,” 
explains Franáois Asselineau, Longuet's 
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special counsellor for Asian affairs. *Chi- 
na's relations with some of the major 
EC states are not good. The question of 
Hong Kong has embittered rapport be- 
tween China and Britain, for example." 

Balladur's trip to Beijing was a suc- 
cess, in that he was able to get the pro- 
cess of reconciliation started. But the trip 
was marred by protests from the French 
press over the treatment of dissidents in 
China. "There was pressure from the 
French press for Balladur to make a 
public protest about this question while 
in Beijing," Asselineau explains, "while 
the government's policy was to discuss 
human-rights questions in non-public 
forums." 

Despite this setback, the reconcilia- 
tion process continued. Balladur's April 
visit was followed by the visit of a dele- 
gation, headed by Longuet, of 150 French 
businessmen in July, the largest delega- 
tion of its kind that France had ever sent. 

Longuet's efforts produced the first 
concrete recompense for the govern- 
ment's policy. While in 
Beijing, more than 20 
contracts and letters of 
intent were signed, 
worth a total of about 
US$1 billion. The ban 
on operations in China 
was lifted for many 
companies, including 
Alcatel-CIT, which a lit- 
tle later signed a con- 
tract to furnish more 
than 1 million telephone 
lines to the Heilong- 
jiang, Hunan and Hubei 
regions, a deal worth 
US$132 million. 

"Longuet's visit help- 
ed dramatically to im- 
prove the climate of re- 
lations between China and France," 
Asselineau declares. "The overall sense 
of suspicion was allayed." Particularly 
important were the discussions with Wu 
Yi, who had made a number of hostile 
statements about France during the 
period of tension. 

Following only two months after 
Longuet's visit, the arrival of Jiang Zemin 
was marked by another flurry of activity. 
Contracts worth US$2.45 billion were 
signed. Among the most notable was the 
award of the construction of a major oil 
refinery at Shanghai to the Paris-based 
oil giant Elf Aquitaine. Elf Aquitaine also 
signed an agreement for the sale and 
purchase of crude oil, by which China 
will buy 700,000 tonnes of oil from the 
company in the coming year. 

"The visit clearly demarcates the end 
of the tension in relations between France 
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and China,” Asselineau declares. French 
economic success in China has been sus- 
tained since then. “The number of French 
businesses with a location in China con- 
tinues to grow regularly," Asselineau says. 
The government works actively to aid 
French business in its efforts to move 
there. Asselineau says that requests for 
such help are continually received. 

The French Government is also spon- 
soring a great trade fair in Shanghai, 
slated for July of 1995. There will be 
vast and elaborate displays of French 
luxury goods and other consumer pro- 
ducts. "It's a kind of recognition on the 
part of French industry of the import- 
ance of the Chinese consumer," 
Asselineau says. 

Throughout all of this activity on 
China's behalf, what has been the reac- 
tion of Taiwan? At the time of France's 
agreement to cease arms sales there, a 
Taiwan official attacked the accord, call- 
ing it "unjust that France should submit 
to the unfair demands of China." But 


Airbus Industrie A340 destined for China Eastern. 


since then there has been no apparent 
change in relations. 

"Unofficial discussion have been con- 
tinuing throughout this period," Asseli- 
neau explains. Taiwan has made no at- 
tempt to cancel the sale of Mirage fighter 
jets, whose delivery is expected in a few 
months. French businesses are compet- 
ing for the construction of a nuclear 
power plant to be built near Taipei, and 
French companies have encountered no 
difficulties in Taiwan, according to Asseli- 
neau. 

Significantly, during his visit to France, 
China's President Jiang rode the TGV 
high-speed train from Paris to Bordeaux, 
visited a nuclear power station at Blay 
and looked at Airbus Industrie airliners 
being assembled at Toulouse. These 
events match important deals that France 
would like to make with China: the TGV 
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between Beijing and Shanghai, another 
nuclear power station along the lines of 
the one Framatome has built at Daya 
Bay, and the sale of commercial aircraft. 
"Currently, China is cutting back on in- 
frastructure investment," Asselineau ad- 
mits, “and thus our exports there have 
not risen dramatically." But at least now 
French business has a good chance. 

With the rest of Asia, French busi- 
ness has continued to maintain a profit- 
able relationship. From 1989-92 (the 
latest statistics available) French com- 
merce with the Southeast Asia has in- 
creased massively, with imports going 
from Ffr 16.7 billion to Ffr 22.5 billion 
and exports rising from Ffr 13.6 billion 
in 1989 to Ffr 21.5 billion in 1992. 
While later numbers are not yet avail- 
able, Asselineau says that France expects 
to have a small surplus in its trade with 
the region this year, or at least for the 
amounts to be about equal. 

More than half of French exports to 
Asia comprises industrial equipment. 
Consumer goods re- 
main the smallest com- 
ponent, accounting for 
less than 1096. 
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FRENCH QUALITY 
In department stores 
in most of the major cit- 
ies in Asia, it's not un- 
common to find well- 
attended demonstra- 
tions of French cosmet- 
ics. "Asian women are 
extremely curious about 
French luxury prod- 
ucts,” says Francoise 
Surbin, a director at 
Pierre Cardin in Paris, 
who coordinates these 
demonstrations for the 
company. The number of licensees that 
Pierre Cardin employs in Asia to make 
its products grows every year. 

The market for all types of French 
luxury goods continues to enjoy steady 
growth throughout Asia, thanks to this 
intense consumer interest. While global 
figures are not available, French govern- 
ment statistics show that exports of ready- 
to-wear clothing to Hong Kong rose by 
88% last year, and those to Taiwan 
jumped 85%. French perfume sales to 
Japan, the largest consumer, rose 40- 
50% in the same period, according to 
Jean-Benoit Cappelin, a director of per- 
fume marketing with LVMH's Givenchy. 

"The best French brand names are 
now well-established in Asia, and demand 
is constant," Surbin agrees. This year 
Pierre Cardin set up a company, Pierre 
Cardin Fashion, in Bombay to cope with 
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and Can Tho in the next 18 months. 

Alcatel is also maintaining its com- 
petitive position in the Philippines, where 
Alcatel Contracting last month won a 
US$100 million contract to develop the 
national network. "We are also compe- 
ting to supply the national telecoms 
operator with a complete services offer," 
Auquier says. An important component 
of that offer was the company's ability 
to arrange international financing, which 
Alcatel brought together from Germany, 
France and Spain. 

Few events could better illustrate the 
value of French engineering than the 
completion of Framatome's Daya Bay 
nuclear power plant in China's Guang- 
dong Province. The start of operations 
with the second reactor added another 
985 megawatts to 
the electrical grid 
last February, mark- 
ing the culmination 
of a seven-year co- 
operative effort be- 
tween the French 
company and local 
industry. 

"We are working 
to help the Chinese 
nuclear industry de- 
velop its own nu- 
clear energy pro- 
gramme," Frama- 
tome's Lebreton 
says. Framatome is 
currently negotiating 
with the Chinese 
Government for the 
building of another 
nuclear power sta- 
tion near the same 
site. 

In a different 
field, Chinese technicians are also being 
trained by Framatome's Clextral subsidi- 
ary to operate a state-of-the-art paper- 
pulp production line, which the company 
contracted for last year. The contract 
includes not only the engineering and 
manufacturing of the line, but also its 
installation, start-up and staff training. 

South Korea is another country that 
has demonstrated its appreciation of 
Framatome's experience in the nuclear 
power field. With two nuclear plants al- 
ready built at Uljin, Framatome has guar- 
anteed maintenance services there for the 
past five years. In July, Framatome sub- 
sidiary FBFC won another contract for 
the construction of a nuclear fuel conver- 
sion unit at Taejon. The unit will begin 
operation in 1998. 

The French engineering and publish- 
ing giant Matra is also profiting from the 
good reputation French technology en- 
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joys in Asia. With Northern Telecom, 
the company is sharing a contract to build 
a GSM radio-telephone network in Tai- 
wan. Matra is also negotiating with China 
to rebuild the country's ageing mass-trans- 
port systems. 

And Matra Defence continues to make 
a steady contribution to Asian security. 
The company continues to earn more 
than 4096 of its revenues from Asia. Last 
May, Singapore's armed forces an- 
nounced the purchase of Matra's Mistral 
missiles for air defence. 

The quality of French engineering is 
appreciated just as much in the consumer- 
product sector as in heavy industry. 
Thomson Consumer Electronics (TCE) is 
rapidly expanding throughout Asia, an 
expansion that is fuelled by the great 


French bank and couturier Cardin in Vietnam. 


demand for quality. 

In January, TCE signed a distribution 
agreement with the Madras, India-based 
TV manufacturer Obul Reddy. The ac- 
cord calls for the distribution of colour 
TV sets, VCRs, audio and communica- 
tions kits imported from TCE factories 
in Singapore and Malaysia. The prod- 
ucts will be sold by Dyna Consumer Elec- 
tronics, which has a sales force entirely 
dedicated to TCE products. TCE is also 
targeting the Singapore market for tel- 
ephones — it began marketing opera- 
tions there last year. 


INVESTING IN FRANCE 

France continues to be the one of the 
world's leading targets for foreign direct 
investment, and Asian investors maintain 
their interest in it. According to Corpo- 
rate Locations magazine, foreign direct 
investment in France in 1994 will total 
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about US$13.5 billion, which leaves it 
slightly behind Britain as world leader. 

Other estimates, according to Jean- 
Daniel Tordjman, ambassador at large 
and France's special representative for 
foreign investment, indicate that France 
is virtually at the same level as Britain. 
This is remarkable considering that France 
is in a presidential election year, some- 
thing which usually makes investors un- 
easy. 

"French stability is not in question any 
longer,” Tordjman says. "The policy of 
maintaining a strong currency is well 
known and will not change regardless of 
the results of the presidential elections." 

Improvement of the French economy 
has been an important factor in this trend. 
Inflation is under control, at about 296; 

productivity of 
French industry has 
increased to a point 
where it is compa- 
rable to that of the 
U.S. and Britain. 
Return on capital 
investment in 
France is still higher 
than in most other 
countries, and the 
reduction of corpo- 
rate debt has also 
made investment in 
French companies 
more attractive. 
Since this is the 
second year in a 
row that France is 
clearly a world 
leader, Tordjman 
feels free to say that 
a very positive atti- 
tude towards foreign 
investment has been 
created there. "There is a very good re- 
ception here for foreign investment from 
all over the world," he adds. Tordjman 
conducts seminars in the principal Asian 
cities to make the advantages of France 
better known. 

"Attracting investment from Asia is a 
priority for us,” Tordjman insists, and 
the government is taking measures to 
facilitate that investment. "In the past 
year, we have worked to simplify bureau- 
cratic procedures for the establishment 
of foreign subsidiaries here," he explains. 
"And we have made it much easier for 
a foreign businessman to register his 
business. " 

The French regions have become very 
professional at marketing themselves to 
attract corporate investments, Tordjman 
continues. "The government is offering 
tax incentives to regions to encourage 
their efforts." € 
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Your confidence, 
our daily challenge 


In a world of apparently diminishing tension, new 
situations are constantly arising that threaten to result in 
conflict. Which is why there is a need to anticipate sudden 


changes, and plan ahead with innovative solutions. 


One hundred per cent confidence is the key factor for 
everyone involved in a conflict. The confidence of decision- 
makers, of those who act and those who contribute to 
make an operation successful. Confidence in the 


equipment, in its readiness, its reliability and efficiency. 


Designing, developing and building reliable and effective 


systems is our constant concern. 
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are untrue, 
they should 
be rebutted 
by the 
government. 
It is not 
the business 
of a truly 
independent 
commission 
to defend the 
government’s 
record 4 
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Indonesia: A Rights Update 





Suharto-appointed panel surprises some sceptics 


World Human Rights Conference in Vienna 

was to be held, a Western diplomat based in 
Jakarta observed that the human-rights situation 
in Indonesia was gradually improving. This month, 
that same diplomat sadly remarked that, in the 
aftermath of the shutdown of three publications 
and a continuing crackdown on the media, the 
situation has taken a marked turn for the worse. 

Partly as a result of the international focus on 
human rights last year, President Suharto an- 
nounced the setting up of an independent human- 
rights commission, making Indonesia only the 
second country in Asean, after the Philippines, to 
establish such a national body. Though the panel 
was established by presidential decree in mid-1993, 
its 25 members were not appointed until six 
months later, largely because many leaders in the 
human-rights movement declined to join the com- 
mission. Such sceptics “thought they would only 
be window-dressing,” recalls Miriam Budiardjo, a 
lecturer at the University of Indonesia, who is a 
commission member. 

With the commission now in its 10th month, 
some of the sceptics have been pleasantly sur- 
prised. “I think they've done a good job,” says 
Mulya Lubis, the head of a centre for human-rights 
studies who had turned down an offer to join the 
commission. And the Western diplomat agrees. 
"The commission is doing more than I thought it 
would," he says. "It's not Amnesty International, 
but it's not a toothless government tool or an 
instrument of government propaganda." 

The commission, headed by Ali Said, a retired 
chief justice, has little real power, save that of per- 
suasion and recommendation. But, so far, it has 
been willing to take public positions, even on con- 
troversial issues, although activists, 
such as Lubis, want the commis- 
sion to go even further. 

The brutal murder of an East 
Java labour activist, Marsinah, was 
a case in point. The commission, 
which suspected a frame-up, issued 
a statement calling for those 
arrested to be given a fair trial, and 
added that "a different suspect" 
was probable. Another case in 
which the commission took a stand 
was the banning in June by the gov- 
ernment of the popular news- 
weekly Tempo. The commission is- 
sued a statement calling the action 
“a setback in the democratisation 
process.” In both cases, however, 
the statements resulted in no obvi- 
ous action on the part of the gov- 
ernment. 

On the knotty issue of East 
Timor, the commission has for the 
time being contented itself with say- 


E ighteen months ago, just weeks before the 
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ing that "various violations apparently did take 
place." The commission's secretary-general, Baha- 
ruddin Lopa, was recently in East Timor and, 
according to Budiardjo, ^we're still in the process 
of getting to know the problem." 

In most cases, the commission seeks to resolve 
disputes through mediation. A draft report on the 
commission's work in the first six months of the 
year says candidly: "The commission believes in 
the power of persuasion and education saris con- 
frontation. The commission will at all times main- 
tain a relationship of partnership and consultation 
in solving cases of human-rights violations." Most 
of the cases dealt with have to do with land or 
labour disputes. In those cases, the commission 
seeks to obtain compensation for resettling evicted 
farmers or for labourers who had been laid off. 
Not that many cases are politically sensitive. 

To a large extent, the commission is run by 
Lopa, whose regular job as director-general of cor- 
rectional institutions is to run the prisons. Having 
a career civil servant run an ostensibly independ- 
ent commission may appear to be a contradiction 
in terms but, in today's Indonesia, it is widely 
accepted as a good thing. 

“With him in the government is an asset,” Budi- 
ardjo asserts. Because the commission lacks power, 
it relies on personal connections to influence offi- 
cials and people like Said and Lopa know many 
people in government. Lubis, too, doesn't ques- 
tion Lopa's integrity. “Lopa is a good man,” Lubis 
vouchsafes, "and very sincere." But, Lubis adds, 
“it's not enough to be a good man." 

The commission should not be run by a civil 
servant, since at the very least it creates doubt 
about the body's objectivity and independence. 
Moreover, Lopa's boss is the minister of justice. 
Human-rights complaints concerning the minis- 
try would place Lopa in an impossible situation. 
Budiardjo says no such case has surfaced as yet. 
But the danger is that victims of injustice, know- 
ing the commission's working head is an official 
of the ministry, may not be willing to step for- 
ward. 


here is a danger, too, that the commission, 
wittingly or not, may become a tool of the 


government — at least in the eyes of the 
world. Already, it has made comments on the State 
Department's report on human rights in Indone- 
sia and sent them to the American Embassy. It is 
also planning to respond to allegations made by 
Amnesty International. 

No doubt, both the State Department and Am- 
nesty reports may not be entirely accurate — or 
balanced — and the commission may feel a need 
to point this out. But the urge should be resisted. 
If charges made against Indonesia are untrue, they 
should be rebutted by the government. It is not 
the business of a truly independent commission 
to defend the government's record. u 
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ASIAN MANAGEMENT AWARDS 


Honouring Excellence 





Presenting Asia’s Most Creative Managers 


et ready for a shock. Walk into 
G just about any bookstore and 

look for the business section. 
You'll likely find more books on “man- 
agement” than on just about anything 
else in the store. 

Obviously, there’s no shortage of 
advice on how to manage or make your 
employees love you. But how many 
companies and organisations actually 
achieve management excellence? Pro- 
bably only a handful. 

The Asian Management Awards 
honour those exceptional companies. 
Now in their fourth year, the awards 
are presented by Asia’s leading busi- 
ness school, the Manila-based Asian 
Institute of Management (AIM), in 
association with the Far Eastern Economic 
Review. 

These awards are Asia's established 
seal of management excellence, honour- 
ing organisations for innovation and 
creativity in today’s competitive busi- 
ness world. 

Needless to say, the competition is 
extremely intense. This year, a stag- 
gering 3,020 companies and organisa- 
tions — representing a total of 7,609 
nominations — vied for the coveted 
Asian Management Awards in seven 
categories (see box on this page). That's 
more than double the previous year’s 
numbers and represent substantial 
growth from the first year’s 1,000 nomi- 
nations. 

The Asian Management Awards are 
presented to companies and organisa- 
tions in Hong Kong, Indonesia, Malay- 
sia, the Philippines, Singapore and 
Thailand. The Events and Awards 
Managers of Asia, known as TeamAsia 
and based in Manila, organises the 
awards. 

“We are delighted to be associated 
with these awards,” L. Gordon Crovitz, 
editor and publisher of the REVIEW, said. 
“Asian economies are not only the 
fastest-growing in the world, they are 
also moving quickly towards more open 
markets and greater competition,” he 
said. “This means business executives 
here are more eager than ever for infor- 
mation about what makes for success- 
ful managers, such as those selected for 


By John M. Leger 


INTRODUCTION 








* GENERAL MANAGEMENT: 
For success in strategically positioning the 
company within the industry and 
transforming it into an outstanding 
company. 


* FINANCIAL MANAGEMENT: 
For outstanding management of assets, 
liabilities and equities, in keeping with the 
owner's best long-term interests. 


* MARKETING MANAGEMENT: 
For outstanding and successful innovation 
in the use of the elements and tools of 
marketing, leading to customer 
satisfaction. 


* OPERATIONS MANAGEMENT: 
For outstanding achievement in the quality 
and delivery of products and services 
through high productivity, technology 
innovation and continuous improvement. 


* PEOPLE DEVELOPMENT AND 
MANAGEMENT: 
For excellence in the strategic management 
and development of the people in the 
organisation, geared towards long-term 
productivity, professional development, and 
enhancement of the quality of life. 


* INFORMATION-TECHNOLOGY 
MANAGEMENT: 
For strategic use of information technology 
to enhance the competitive position of the 
company. 


* DEVELOPMENT MANAGEMENT: 
For creating substantial and measurable 
positive impact on its target beneficiaries 
through innovative, substainable, and 
effective management. This award is given 
to a not-for-profit organisation, foundation, 
or public-sector organisation which has as 
its main objective the improvement in the 
quality of life of people. 
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these awards." 

The search and selection process is 
nothing short of brutal. In the first stage 
of the process, AIM sends a nominated 
company a data form that requires de- 
tailed disclosure about the organisation 
and its performance in the category in 
which it is nominated. 

AIM faculty members then analyse 
the information and identify a short list 
of candidates for the awards in each 
category. Short-listed candidates are 
sent a second data form that requires 
more extensive disclosure of data. You 
think that's easy? Think again. Here's a 
question from the application for the 
award in People Development and 
Management: 

How does your company measure tlie 
productivity of your people in specific areas, 
functions and/or levels? Cite at least Hiree 
examples; give the measurement parameters 
and the performance levels for the past three 
years. 

Please compare your answer with that 
of direct competitors in your industry... . 

Or how about this one for the award 
in Financial Management: 

Please indicate your company's earnings 
per share performance and growth rate over 
the past 10 years, and relate this to the coun- 
try's growth rate in gross national product 


over the same 10 years. 
[ is then checked for veracity. Final- 
ists are identified from this sec- 
ond set of submissions and recom- 
mended to boards of judges in each 
country. The boards then submit their 
decisions to the awards' governing 
board for final approval. 

Companies around the region take 
these awards seriously. In fact, several 
firms apparently now hire outside con- 
sultants to help them fill out the forms. 
As the forms are so detailed and re- 
quire companies to reflect on their 
operations, all entrants probably de- 
serve some award. 

Alas, only a small percentage receive 
an award from AIM. These superb com- 
panies and organisations have achieved 
something that's so rare as to be price- 
less: management excellence. п 


he information from these forms 
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Dankos is engaged in the business of 


manufacturing and marketing human 
healthcare products in Indonesia 
through its own operations and those 
of its two subsidiaries, Bintang Toedjoe 
and Hexpharm 
Consolidated’ `). Dankos was 
established оп March 25, 1974 in 
Jakarta and in 1982 moved to its 


present 12,895-square-metre plant at 


Jaya (‘‘Dankos 


Pulogadung Industrial Estate, East 
Jakarta. The production facilities were 
improved and extended since 1988, 
in part to comply with the government's 
Good Manufacturing X Practices 
("GMP") guidelines 
response to the full utilization of the 


but also in 


production capacity. In 1991, Dankos 
had received the Certificate of GMP 
guidelines from the Ministry of Health 
for all its dosage forms of finished 
products and currently Dankos 
Consolidated employs about 1,540 


people. 


Dankos Consolidated is the 10th 
largest and one of the fastest growing 
pharmaceutical company in Indonesia 
with approximately market share of 
3.0% in terms of gross sales to 
dispensaries, drugstores and hospitals. 
In term of net sales in 1993, Dankos 
Consolidated reached Rp.75.0 billion 
25.3% in 
comparison with the net sales of 
Rp. 59.9 billion in 1992 and for the first 
half of 1994 had booked Rp. 55.0 
billion. 


which was increased 











PT. DANKOS LABORATORIES 


“QUALITY For BETTER HEALTH 


AND LIFE” 


From the point of the type of products, the 
said net sales are classified into two 
categories, namely the Over the Counter 
(“ОТС”) products and the Prescription 
(Ethical ") products. At the present, the 
OTC gives acontribution of 75% and the 
remaining 25% by Ethical, the same 
composition as last year. 


The net profit of Dankos Consolidated 
stood at Rp. 21.5 billion in 1993 or arise 
of 83.8% from 


1992, which is 


Rp. 11.7 billion and during the first 
half of 1994 had booked Rp. 10.2 
billion. 


This good performance proved that 
all the strategies which had been taken: 
by the management were well 
implemented and management will 
constantly continue its efforts in 
order toachieve the projections for 


the coming years m 





Should any party has any further queries, please feel free 


to contact : 


Ско) 


PT. Dankos Laboratories 
Л. Rawagatel Blok III S Кау. 37-38 
Kawasan Industri Pulogadung, Jakarta 13930 - Indonesia 
Phone : (021) 4600158, Fax: (021) 4611301 
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Good Reason 
To Be Happy 


By John M. Leger 


In Cantonese, the logo 
means "happy together." 
Well, why not? After all, 
if you had a commanding 
25% share of Hong Kong's 


burgeoning fast-food 
market, you’d be happy 
too. 


Café de Coral has lots 
of reasons to feel satisfied. It won the 
Asian Institute of Management's (AIM) 
Hong Kong award for General Manage- 
ment, the school’s top honour. Last year, 
it garnered the prize for outstanding 
Marketing Management. 

The company’s 180 restaurants 
present an eclectic mix of Cantonese and 
Western food at affordable prices. 
What's more, Café de Coral is practi- 
cally everywhere in Hong Kong. While 
most restaurants are concentrated in 
business and commercial areas, Café de 
Coral was quick to spot the enormous 
potential of reaching people where they 
live. That's why the restaurant chain set 
up shop on the ground floors of hous- 
ing blocks and malls. And to stave off 
Hong Kong's rent spiral, Café de Coral 
has purchased many of its restaurant 
sites. The judges' verdict on its Hong 
Kong strategy: "Remarkable foresight 
and marketing savvy." 

Apparently so. The proof is in the 
company's financial results, which have 
grown steadily. In fiscal 1994, ended 
March 31, after-tax profit rose 10% to 
HK$150.7 million (US$19.3 million), 
while revenue jumped 16% to HK$1.7 
billion. That's a lot of Spring Chicken 
Sets. 

Managing Director Michael Chan has 
succeeded in expanding the company's 
range of food products. In recent years, 
Café de Coral has acquired the Spa- 
ghetti House, which offers Italian food, 
and Ah Yee Leng Tong, which serves 
Chinese soup and specialty dishes. It 
also is expanding into "food courts." 

After conquering Hong Kong, Café 
de Coral is taking aim at China. But it's 
a slow process. Quality ingredients are 
hard to obtain and costs are high. None- 
theless, it operates seven restaurants 
there and intends to open more. 
Other Hong Kong award winners: 
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Café de Coral Managing Director 
Michael Chan. 





Ew) Café de Coral Holdings 
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> Hongkong Telecom for Financial 
Management. This telecoms giant has 
one of the most impressive earnings 
records in Hong Kong. In fiscal 1994, 
ended March 31, Hongkong Telecom's 
after-tax profit jumped 18% to HK$7.6 
billion — despite an average reduction 
of 8% in international tariff rates. 
B phone, fax and data services, 
Hongkong Telecom is studying 
the possibility of offering video-on-de- 
mand as well as a cable-TV network. 
And on October 12, it announced іё 
would invest US$260 million to build 
an optical-fibre cable system linking 
Beijing and Hong Kong. It also plans to 
develop a mobile-phone network in the 
Chinese capital. 
»> Giordano Holdings for Marketing 
Management. Giordano, founded by 
the colourful Jimmy Lai, is one of Hong 
Kong's most popular retailers of casual 
clothes. The award judges cited 
Giordano's memorable advertising 
campaign, "A World Without Stran- 
gers." They also pointed to Giordano's 
legendary emphasis on customer ser- 
vice and the extensive training of sales 
staff. 
> Starlite Holdings for Operations 
Management. Judges said this printing 
and packaging group uses a rigid 
inspection system to make sure that 
each product bearing the company's 
imprint is flawless. Starlite also holds 
quality audits every three months as 
part of its effort to achieve zero defects. 
The company has the exclusive rights 
to design, manufacture and distribute 
Hallmark greeting cards in China. 
> JCG Finance for People Develop- 
ment and Management. JCG is Hong 
Kong's biggest deposit-taking company 
and has a network of more than 30 
branches. Each of the company's 390 
employees attend two or three training 
courses a year; an estimated 42% of 
operating expenses are channelled into 
skills training. 
> Motorola Semiconductors for In- 
formation-Technology Management. 
Motorola is getting to be a familiar pres- 
ence at AIM awards dinners. In previous 
years, it won the prizes for Operations 
Management and General Management. 
This time, AIM judges say Motorola has 
successfully integrated information- 
technology into its work systems. As a 
result, it benefits from myriad new ca- 
pabilities for improving both produc- 
tivity and customer service. a 


esides offering a full range of tele- 
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Getting Back 
On Track 


By John McBeth 


Car maker Astra Inter- 
national and Bank Bali 
walked away with the 
spoils in half of Indone- 
sia's eight categories, with 
the rest of the awards be- 
ing shared by an over-the- 
counter pharmaceutical 
manufacturer, a pine- 
apple canner, a poultry breeder and the 
government's vibrant family-planning 
organisation. 

Only one category was not filled. 
From more than 300 nominated com- 
panies, the judges could not come up 
with a suitable winner among the can- 
didates vying for the award for Deve- 
lopment Management. 

Astra took the blue-ribbon prize for 
General Management — a recognition 
in large part for the way it recovered 
from a 61% sales slump in 1992 with an 
aggressive restructuring of its core busi- 
nesses. The Asian Institute of Manage- 
ment's judges say the fact that it is back 
on the fast track is testimony to its in- 
herent stability and the professionalism 
of its management team. 

With its 75,000 employees, the coun- 
try's largest private work force, Astra 
was also a co-winner in the People De- 
velopment and Management category. 
The US$1,800 it spends on each work- 
er's training translates into productivity 
levels that are among the best in the 
automotive industry. The bottom line: 
a low 3.7% staff turnover and a rise in 
revenues to more than US$3 billion last 
year from US$2.3 billion in 1991. 

Bank Bali shared the award for Peo- 
ple Development and Management and 
was a repeat winner for Information- 
Technology Management. The company 
has spent US$2.1 million on upgrading 
the skills of its 3,500 employees and has 
now developed its own banking and 
finance school. It has also successfully 
implemented a comprehensive bank- 
wide ledger system and linked up its 
hundreds of its branches and offices 
throughout the archipelago. 

АП this seems to be paying off. Pro- 
ductivity has increased to US$8,212 per 
employee in 1993 from US$7,550 in 
1991. Analysts also note that with cen- 
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tralised loan-approval procedures, Bank 
Bali avoids the widespread problem of 
abuses and corruption at branches. 
Indeed, non-performing loans stand at 
just 2.2% of gross loans. 

Two other dual winners — this time 
for Financial Management — were 
Dankos Laboratories and Charoen 
Pokphand Indonesia. A subsidiary of 
Kalbe Farma, Indonesia’s largest phar- 
maceutical company, Dankos was cited 
for its expertise in controlling risks and 
sustaining financial performance. In 
1993, the company had a return on 
equity of 56.7% and a return on assets 


of 35.9%. 
C donesia, an affiliate of Thailand’s 
largest agro-industrial conglom- 
erate, won praise for its financial flex- 
ibility and its creative sourcing of funds 
from banks, financial institutions and 
public offerings. It also received high 
marks for its sophisticated information 
system that enables the company to 
keep a careful watch on cash flow. 

The surprise winner for Marketing 
Management, Great Giant Pineapple, 
may not have the high-profile or the 
thick billfold of competitors like Dole 
or Del Monte. But it does have a catchy 
name and, more important, the market- 
ing skills that Have given it a secure 
place in the tinned-fruit industry, both 
at home and in nations as far flung as 
Norway and Saudi Arabia. 

In a market where it's difficult to dif- 
ferentiate between products, Great 
Giant Pineapple was commended for 
developing a strong relationship with 
retailers and consumers and for devel- 
oping a solid marketing infrastructure 
in the countries that import its prod- 
ucts. The results seem to speak for them- 
selves: The firm's volume has increased 
14,800% in the past 10 years — to 7.5 
million cartons a year from 50,000. 

For the second time in three years, 
the award for Operations Management 
award went to Badan Koordinasi Kelu- 
arga Berencana Nasional, the organi- 
sation that provides family-planning 
services to an average of 25 million peo- 
ple a year. It runs a network of more 
than 250,000 clinics and employs mil- 
lions of volunteer workers. 

Community involvement and a 
comprehensive monitoring and data- 
collection system have allowed the 
agency to achieve its target of lowering 
the country's fertility rates to 3% in 1992 
from 5.6% in 1971. a 


o-winner Charoen Pokphand In- 
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Staying 
Ahead 


By S. Jayasankaran 


Kuala Lumpur's stock- 
market went crazy when 
rumours began flying 
in mid-September that 
Sapura Holdings' chief- 
tain Tan Sri Shamsuddin 
Kadir intended to buy 
into Inchcape-Timuran, a 
small manufacturing and 
service company. Inchcape's shares 
soared 7096 in just a few days before 
retreating in the face of denials. Why? 
"Sapura almost always delivers, doesn't 
i?" says a Kuala Lumpur investment 
analyst. 

Well, yes, according to the Asian 
Institute of Management (AIM). The 
Sapura group walked away with three 
out of Malaysia's eight AIM awards. It 
picked up honours in both General and 
Financial Management and shared the 
award for Information-Technology 
Management with Esso Malaysia. 

This isn't the first time for Sapura. 
In 1993, the group won in the category 
of Marketing Management. "One is 
honour enough," says Shamsuddin, 
Sapura's executive chairman. "Three's 
fantastic.” That might be putting it 
mildly; AIM’s judges scrutinised more 
than 200 contenders. And AIM had no 
hesitation about its judgment. It de- 
scribed Sapura as "outstanding." 

Most analysts agree. In an intensely 
competitive arena — telecoms, informa- 
tion technology and manufacturing — 
Sapura has consistently managed to 
grow 38% yearly, on average, in the 
three core areas of sales, assets and 
shareholders' funds. Today, Sapura 
Holdings, 90%-owned by Shamsuddin, 
has more than 40 companies. They in- 
clude two listed on the KLSE — Uni- 
phone Telecom and Sapura Telecom, 
with a combined market capitalisation 
of over M$2 billion (US$780 million). 
And sales, currently over M$600 mil- 
lion, are expected to hit the magic M$1 
billion mark by 1996. 

Sapura has managed robust growth 
by always keeping a step ahead of the 
competition. In 1976, the group was the 
only company manufacturing tele- 
phones. Now there are 30, but Sapura 
cannily kept moving up the develop- 
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ment ladder, diversifying into hi-tech 
scrambler phones, mobile phones, 
pagers, PABX systems, computer ser- 
vices and software applications and 
cable manufacturing. In addition, the 
group has ploughed almost 1% of sales 
into research and development (R&D). 
Staffers in Sapura's R&D division are 
rewarded through  profit-sharing 
contracts and generally don't leave the 
company. And they have delivered. 
Sapura has a patent on the world's first 
voice-activated, hands-free phone. 


hen we do something we're 
үү serious about it," says Rameli 

Musa, Sapura's executive 
deputy chairman. "We're not in the 
business to make a fast buck." Yet, the 
group has taken gambles. Two years 
ago, it went into the pay-phone busi- 
ness in Vietnam against the advice of 
bankers who thought the venture was 
crazy. "We have profitable operations 
there now," says Shahril Shamsuddin, 
36, the group's managing director and 
Shamsuddin's eldest son. 

Shamsuddin, 62, is disarmingly can- 
did about his methods. “What manage- 
ment philosophy?" he laughs. “I’m an 
engineer who didn't go to Harvard 
Business School. I just do what I think 
is right." 

The other AIM winners were: 
> Andersen Consulting for Operations 
Management. Andersen won because of 
its total “client-focused and results- 
oriented" approach to business. 
> Motorola Malaysia for People De- 
velopment and Management. This elec- 
tronics firm has made a major commit- 
ment to training and skills-upgrading, 
with capital and an institute to match. 
> Esso Malaysia for Information-Tech- 
nology Management. The company, the 
refining and marketing arm of Esso 
companies in Malaysia, has invested 
substantially in technology, giving it a 
"strategic competitive edge in their core 
areas of business." 
> Tan & Tan Developments for Mar- 
keting Management. An integrated 
property group, Tan & Tan won be- 
cause of its reputation as a "lifestyle 
developer" and a maker of quality con- 
dominiums and apartments. 
> Bintulu Development Authority for 
Development Management. The author- 
ity was singled out because of its ap- 
proach to the wildly successful indus- 
trial and urban development of Bintulu, 
located off the coast of Malaysia’s east- 
ern state of Sarawak. и 
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fortable, contemporary, and well-constructed. 


ЖИЕ PROSE ABOUT 


We are a principled people. 
With one aim. 10 beithe best we can bê so you can be the best you can be - in life. 


SIMPLE CLOTHES 


We are a part of your life. With stores throughout Hong Kong, China, Macau, Taiwan, Japan, Korea, 
Malaysia, Singapore, Philippines, Thailand, Brunei, New Zealand, Australia, Kuwait and Dubai. 


We are. Quite simply, Giordano, 











Lean 
Machine 


By Rigoberto Tiglao 


The Philippine winners 
uncannily reflect the 
country's long-standing 
and newfound strengths: 
two decades-old indus- 
trial companies, three 
government-owned cor- 
porations that have been 
turned around quickly 
since the fall of the Marcos regime, and 
a non-governmental organisation. 

San Miguel, the country's largest 
non-oil company, took top honours for 
General Management. The company 
started its decentralisation programme 
in 1982, when the country started fall- 
ing into its economic and political cri- 
sis. That was no easy feat for a com- 
pany that then had more than 35,000 
employees and a patriarchal corporate 
culture. 

By the time the Philippines started 
to emerge out of its economic diffi- 
culties in the mid-1980s, the huge San 
Miguel was a lean machine. It trimmed 
its staff with little labour unrest, gave 
managers nearly autonomous authority 
in their markets, and spun off several 
divisions. It was then equipped per- 
fectly to embark on its current core 
business strategy: internationalisation. 

In just a few years, a company that 
had focused on the domestic market ac- 
quired a 70% stake in a brewery in 
Guangzhou, China; started an ice-cream 
joint venture in Guam; bought 49% stake 
in Indonesia’s second-largest brewery; 
and set up San Miguel Brewing Inter- 
national to expand its foreign beer busi- 
ness. Mainly a firm tightly controlled 
by the Soriano clan for decades, San 
Miguel has entered into partnerships 
with foreign companies such as Japan’s 
Yamamura, Nestle of Switzerland, and 
Spanish food-processor Campofrio. The 
chairman and chief executive officer is 
Andres Soriano III. 

Philippine Appliance was the win- 
ner for Operations Management. Ac- 
counting for 65% of local sales of re- 
frigerators carrying American brand- 
names, the company has been export- 
ing its products for almost a decade in 
the world’s toughest markets. Its suc- 
cess is due not only to its production 
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process, but also to its ability to get its 
employees involved in ensuring qual- 
ity. For instance, it distributes part of 
the savings from improved efficiency 
to its staff. 

The winner of the People Deve- 
lopment and Management award was 
Development Bank of the Philippines 
(DBP), an institution that has made a re- 
markable turnaround. During the Mar- 
cos regime, it was nearly bled dry with 
bad loans. 


he turnaround was achieved 

| partly by transferring its bad ас- 
counts to the national govern- 
ment. Even so, DBP's top management 
undertook a programme of instilling 
pride and responsibility among its staff 
through its “shared values” campaign. 
This involved integrating the metaphor 
of the family — a basic Filipino value — 
into its corporate culture to encourage 
participation and a sense of belonging. 

A second government institution, the 
Social Security System (sss), won the 
award for Financial Management. Since 
1986, the sss has diversified its portfo- 
lio from government securities to pri- 
vate placements, mainly loans to major 
corporations. But the sss also has been 
able to maintain its function of giving 
low-interest loans to its individual mem- 
bers. It even developed a programme 
for extending small loans for invest- 
ments in the stockmarket, which has 
contributed to the development of the 
country's capital markets. 

A third government enterprise, 
Petron, won the award for Information- 
Technology Management. The com- 
pany's information technology has ena- 
bled it to achieve the lowest operating 
cost per barrel in the Philippine oil in- 
dustry, the judges said. Petron sold 4096 
of its equity to Saudi Arabian Oil in 
December and listed on the stockmar- 
ket in September. Petron shares have 
more than trebled in value. 

The winner for Development Man- 
agement was Tahanang Walang 
Hagdanan, which loosely translates as 
“House With No Stairs.” This non- 
governmental organisation has been 
providing skills training for people with 
orthopaedic disabilities, out-of-school 
youth and women. And it doesn’t rely 
on handouts. It sustains its operations 
by manufacturing handicrafts, provid- 
ing wood kiln-drying services, and even 
repairing wheelchairs — mostly by the 
disabled people the organisation has 
trained. E 
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How Talk 
Pays Off 


By Jonathan Karp 


A software snag in Singa- 
pore's telephone network 
cut off nearly two thirds 
of the island's telephone 
lines on October 12. The 
bug was quickly extermi- 
nated, restoring the lines 
and the business that 
flows through them. But 
the incident served as a reminder that 
hiccups can afflict even the best-run 
companies. 

And that's exactly how the Asian 
Institute of Management regards Sin- 
gapore Telecom, awarding it top hon- 
ours for General and Financial Manage- 
ment. The other Asian Management 
Award winners were: Cycle & Carriage, 
the National Trades Union Congress, 
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Singapore Broadcasting, Mount Eliza- 
beth Healthcare Holdings, and storage 
experts GATX Terminals. 

Singapore Telecom is no stranger to 
the awards — it won for Financial Man- 
agement in 1991 and for Information- 
Technology Management in 1992. This 
year the AIM judges cited Singapore 
Telecom’s excellence in developing new 
products, innovative technology and 
integrated services as well as achieving 
financial profitability and efficiency. 

In November 1993, the group went 
public. So confident were local in- 
vestors in the outlook for Singapore 
Telecom, the island’s telephone mono- 
poly, that almost half of Singapore's 
population applied for shares. Cer- 
tainly, the fundamentals justify their 
enthusiasm. For the year ended March 
31, Singapore Telecom’s net profit 
jumped 24% to nearly S$1.3 billion 
(US$867 million). 

The telecoms operations, which ac- 
count for 83% of the group's turnover 
and two thirds of its workforce, con- 
tinued to grow. During the past year, 
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the number of telephone lines increased 
by 6.5% and new services were launch- 
ed as part of a drive to make Singapore 
the most wired country in Asia. Build- 
ing on a domestic network that is now 
completely digital, the company intro- 
duced, among others, an improved net- 
work linking government offices, a sys- 
tem that allows advertisers to receive 
direct responses to mass marketing and 
a feature enabling callers to interact on- 
line with television and radio pro- 
grammes. In March, it launched a digi- 
tal cellular system that provides addi- 
tional capacity of 143,000 lines. 
Singapore Telecom is just as keen to 
branch out overseas, where it operates 
in a highly competitive environment. It 
has spread about $$470 million in in- 
vestment among Asia (35%), Europe 
(44%) and the United States (21%), ac- 
cording to CS First Boston. One empha- 
sis is mobile communications, where the 
start-up is quick and the returns high. 
In the past year, Singapore Telecom has 
won licences to operate cellular systems 
in the Philippines and Norway. 


Singapore Telecom 
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Hoping to take advantage of grow- 
ing demand for satellite communica- 
tions in Asia, Singapore Telecom has 
entered negotiations with the Taiwan- 
ese government towards collaborating 
on a satellite. It has also taken a 14.3% 
stake in Hong Kong-registered APT 
Satellite Co., whose birds will carry in- 
ternational and Chinese television. 

Two others joined Singapore Tele- 
com as repeat winners. Cycle & Car- 
riage, an automobile distribution, prop- 
erty and food/retail conglomerate, won 
for its marketing acumen for the sec- 
ond time in three years. Among its ac- 
complishments, Cycle & Carriage has 
doubled its market share of car sales in 
Singapore in four years. 

The other repeat winner was the 
National Trades Union Congress, 
which received a trophy for Develop- 
ment Management. A federation of 71 
trade unions and three associations, the 
congress was cited for its mediation and 
training efforts, which have boosted 
labour productivity and virtually elimi- 
nated industrial strikes. " 
















* Number of tanks: 143 
* Capacity: 145,850 cubic metres 
€ Size of tanks: from 500 to 5,000 cubic metres 
e Marine facilities: 3 berths of 5,000, 20,000 and 40,000 dwt 
e Drum filling: 4 filling station 
e 30 litre container filling: 2 filling stations 
e Product chilling capability: 7 chillers 

e Heating capability: 6 tonnes per hour at 10 bars 
* Road tanker filling: 10 bays 
* Weighbridge: 2 x 50 tonnes 

e independent quality & quantity surveyors on site 


GATX Terminals (Pte) Ltd 
59 Penjuru Road jurong Town Singapore 2260 
Tel: (65) 660 9200 Tix: RS 23340 Fax: (65) 264 1018, (65) 266 0128 
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Managing 
Diversity 


By Gordon Fairclough 


As president of Loxley 
Public Co., Dhongchai 
Lamsam oversees a far- 
flung business empire. 
Loxley, founded in 1939 
as a rice-trading com- 
pany, has widened its 
scope to include every- 
thing from computers and 
telecoms to construction materials and 
mass media. It has even joined infra- 
structure projects in the developing 
countries of Indochina. 

Managing such a fast-growing and 
diverse conglomerate is no easy task. 
Loxley's success in coping with the chal- 
lenge won the company the Asian In- 
stitute of Management's award for Gen- 
eral Management. 

The other winners were: 
> Modernform Group for Marketing 
Management. 
> The Oriental Hotel Bangkok for 
People Development and Management. 
> Srithai Superware for Operations 
Management. 
> The Industrial Estate Authority of 
Thailand for Development Manage- 
ment. 
> Asia Fiber for Information-Techno- 
logy Management. 

In all, more than 1,000 nominations 
were submitted in seven categories. No 
winner was chosen in the category of 
Financial Management. 

The ever-expanding Loxley has be- 
come an important player in Thailand’s 
telecoms industry. The company owns 
19% of Thai Telephone & Telegraph, 
which has won a government conces- 
sion to install and operate one million 
phone lines outside Bangkok. It also is 
a leading supplier of telephone switch- 
ing systems to hotels, banks and gov- 
ernment agencies. 

Loxley's new lines of business have 
meant expanding revenues and profits. 
In 1993, the company had net income 
of Baht 193.6 million (US$7.9 million) 
on revenue of Baht 3.4 billion. Loxley 
became a public company in June 
1993, and its shares were listed on the 
Stock Exchange of Thailand in January 
1994. 

Srithai Superware, the winner for 
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Operations Management, is one of the 
world's largest manufacturers of mela- 
mine and thermo-plastic products, ex- 
porting to 30 countries. 

The company attributes much of its 
success to its efforts to improve quality 
by automating production and continu- 
ously training employees. The judges 
cited these measures, which have given 
Srithai a 100% on-time delivery record 
and virtually flawless products, as rea- 
sons for bestowing the award. 


he Oriental Hotel, which was 
| honoured for People Develop- 
ment and Management, is consist- 
ently ranked among the top hotels in 
the world. The prime reason is the 
quality of the service staff. In an in- 
creasingly competitive market, the Ori- 
ental is looking to the skills of its em- 
ployees to give it an edge. The hotel 
holds more than 100 in-house training 
sessions for its 4,000 employees every 
year. And it runs a hotel staff-training 
school across the Chao Phraya River 
from the hotel. 

As competition has heated up in the 
textile industry, Asia Fiber has turned 
to information technology to maximise 
its productivity. The company, which 
makes nylon, uses computers linked in 
local area networks to monitor every 
stage of its operations, from production 
to labelling and shipping. 

Modernform Group, a manufacturer 
of ready-made furniture for homes and 
offices, has emphasised constant pro- 
duct development and the creation of 
reliable distribution to stay ahead of the 
competition. The company, which won 
the prize for Marketing Management, 
has been a leader in creating the mar- 
ket for home furnishings in Thailand, 
where middle-class homes traditionally 
have been sparsely furnished. The com- 
pany conducts regular surveys to as- 
sess its customers' needs and wants. The 
results have allowed it to develop new 
ways of selling. 

The Industrial Estate Authority of 
Thailand is a state enterprise that has 
developed nine industrial estates on its 
own since 1972. The authority also par- 
ticipates in joint ventures with private 
firms to operate another 14 estates and 
with the National Housing Authority 
to run one. The award for Development 
Management recognises the authority's 
success in providing infrastructure, utili- 
ties and environmental safeguards that 
have helped promote industrial deve- 
lopment in Thailand. a 
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Funny Business 


Indians in London serve up a new 'curried' comedy 





By Susan Keselenko Coll 





Welcome to the second inaugural flight of 
Kwality Airlines . . . Those of you travelling 
Brahmin class, please observe the no-smoking 
signs . . . Those of you travelling scheduled 
class, please do not try to get inside the plane 
We will be leaving as soon as your 
cheques have all cleared . . . Good Luck! 


nyone who has flown with a do- 
A mestic airline in India might con- 

fuse this humorous clip with an 
actual pre-flight boarding announcement. 
It is, in fact, the voice of Sanjeev Bhaskar, 
a vanguard of one of the newest fringe 
raves to hit London: South Asian stand- 
up comedy. 

Since February, a handful of venues in 
the city have been packed with predomi- 
nantly Asian audiences. They are looking 
for the lighter side of what it means to be 
young, British and Asian in the 1990s. 

That there is enough demand to draw 
capacity crowds is hardly remarkable: At 
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347,000 strong, according to latest census 
figures, people of Indian origin are the 
British capital's largest ethnic minority. 
And 300,000 or so London residents hail 
from other parts of South Asia. What is 
surprising, however, is that Asian com- 
edy should so suddenly flourish: About a 
dozen new acts have opened this year. 

Although there is a strong tradition of 
humour in Indian society, stand-up com- 
edy isn't an established form of entertain- 
ment on the subcontinent. "I am more 
familiar with Indian tragedy," quips 
Gopal Gandhi, an Indian High Commis- 
sion official who is responsible for cul- 
tural activities. 

His observation may explain why the 
Indian community is ripe for comic relief. 
Indhu Rubasingham, who directed one of 
the first Asian cabaret nights at an East 
End theatre earlier this year, believes Brit- 
ain sees Asian culture as angst-ridden. Yet 
she insists: "We're not a very depressed, 
serious race of people." 

Comedy will no doubt soften that im- 
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age, as well as help overseas Indians de- 
fine their culture, says Rubasingham. 
Many of the resettled Asians have one 
foot planted firmly in modern Britain, the 
other in an Asian heritage. Much of the 
comedy springs from the inevitable con- 
flict they experience in trying to sort out 
their identity. At a recent cabaret night, 
one comedian's outfit — pink salwar 
kameez (a traditional tunic and pants), 
black leather jacket and combat boots — 
spoke as loudly as his words. 

Bombay-born comedienne Nina Wadia 
has lived most of her 25 years abroad. 
She draws heavily from the contradictions 
of being raised by traditional Indian par- 
ents in a society with contrasting social 
mores. Wadia looks for the humour in 
such weighty issues as arranged mar- 
riages among women who are dating 
Caucasian boyfriends. 

Some of the comedy is simply good 
fun. In one sketch, Wadia impersonates 
an Indian cooking instructor attempting 
to make pasta carbonara. Instead of pasta, 
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“Because Our Accounting Departments 
Are Running Unix in Singapore, 
Windows NT in Hong Kong, Netware in Australia... 





...ànd whatever it is we have in Thailand...” 


THAT'S ONE REASON why so many companies, 


large and small, have chosen SunSystems financial 





management software. Our software is available on 
every computer system, and so you can be certain 
that your accounts and financial management are 
compatible throughout your worldwide branches and 
offices. 


There are other reasons for choosing SunSystems too, 
like versatility, flexibility, powerful analyses and re- 
ports, multi-currency handling, multi-lingual ver- 
sions and local support throughout Asia. No one else 
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though, she instructs her students to use 
three large potatoes; instead of oregano, 
she uses garam masala; she then serves 
the dish with basmati rice. The gag was 
inspired by Wadia's mother, whose lasa- 
gna, she says, tends to taste like "some 
sort of curry thing." 

Bhaskar and jazz musician Nitin Sawh- 
ney make up the comedy duo The Secret 
Asians. Bhaskar sees the evolution of a 
new, young Asian culture — and its sub- 
sequent blend of humour — as the result 
of having had time to adapt. “For the first 
generation that arrived here, their pre- 
occupation was with survival, with mak- 
ing money, and getting a job and secur- 
ing a home," he says. "By the time the 
second and third generation arrived, they 
knew the rules of the game a little bit . . . 
a lot of it is knowing the jargon of day-to- 
day life in the West." 

Bhaskar draws a comparison with Jew- 
ish humour, and hopes his own sensibili- 
ties can cross ethnic boundaries in the 
same way. Subjects such as isolation and 
vulnerability are under- 
stood by many cultures, 
he says. As an example, 
he points to Jackie Mason, 
an American comedian 
whose humour is almost 
entirely rooted in his 
Jewishness. "But it's the 
humour of vulnerability 
and observance that other 
people can connect with." 

There is another, grim- 
mer incentive towards 
comedy: It offers relief 
from the tensions that 
face minority groups in 
London. Police reports 
suggest racism and eth- 
nic violence are on the 
rise. The capital recorded 
more than 5,000 racial in- 
cidents in the year to 
March, up from 4,100 a 
year earlier. "There's so 
much bad news in the 
Asian press," says Sawh- 
ney, “It’s good to be able to hear about 
something a bit lighter." 

The Secret Asians' message is apoliti- 
cal, and they gear their material to a di- 
verse audience. "We're very populist," 
says Bhaskar. The duo's repertoire ranges 
from an Elvis-turned-Hindi-filmstar im- 
personation to the subtly funny meeting 
of "The Pakistani Born-Again Christian 
Society of Amsterdam," which has just 
merged with "The Hindustani Born-Again 
Netball Team of Basingstoke." 

Not unlike Jackie Mason's immigrant 
humour, The Secret Asians' jokes are 
good-naturedly self-effacing. The line be- 
tween self-effacement and self-hate is a 
fine one, however, and Bhaskar has been 
accused of insensitively poking fun at 










ethnic stereotypes. “I like to think that I’m 
laughing at particular characters,” he says. 
“Parallels can be found to characters in 
any culture, anywhere.” 

If a non-Indian spoke in a cliched In- 
dian accent, he would probably be called 
racist, Bhaskar notes. But he shouldn’t be. 
“A joke or a gag is all about context, and 
it doesn’t really matter, to a certain ex- 
tent, that the person is Asian or not.” 


ot all the performers on the circuit 
N are looking to make people laugh; 

some come armed with a message. 
Nikhil Kapur, a 25-year-old second-gen- 
eration Indian, transformed what began 
as a writers’ workshop into a band of 
about 12 performers. The group, known 
as Asian Voices, Asian Lives, has been 
doing gigs in London and Liverpool for 
nearly a year. Although it relies heavily 
on humour to get its point across, Kapur, 
whose personal bent is toward poetry, is 
weary of being labelled a comic. 

His humour is delivered with a sting. 
“A lot of our stuff is com- 
edy,” Kapur says, “but 
there are a lot of messages 
and they’re not hidden at 
all.” A case in point is the 
group’s mock episode of 
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an Oprah Winfrey show: 
A young British man has become so en- 
amoured of Indian spirituality that he un- 
dergoes an operation to transform his 
"pigment orientation." A post-operative 
syndrome, however, leaves his hands per- 
manently stuck together and his body 
paralysed in the lotus position. What be- 
gins as pointed but amusing observational 
humour rapidly turns political: Passers- 
by toss bricks through the Briton-turned- 
Indian's windows, and he must endure 
other, unexpected racial burdens. 

Kapur believes his group's mandate is 
not to make political statements but to 
provide a forum for young Asian people 
to express themselves. Is this forum really 
new, or has the mainstream media just 
begun to take notice? Asians are simply 
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Nina Wadia (/eft), Asian Voices, Asian Lives: cultural contradictions. 


"flavour of the month," Kapur says. 
"We've always been doing something, 
we've just always been ignored." 

Asian comedy has been available in 
London for some time. A group called 
The Dead Jellebies, for instance, has been 
performing for about eight years. But only 
lately has it found a following. "There 
wasn't really much demand for Asian 
comedy," says Dead Jellebie Parv Bancil. 
"Suddenly, this year, there's been this big 
interest." 

Today's Asian comedy hasn't changed 
much from the fare offered in the mid- 
1980s, Bancil says. But, he adds: "Now 
its more polished and there's more 
money behind it." Two London clubs now 
have monthly Asian cabaret nights. In 
October, a third venue featured a three- 
week variety show. The next step, for 
ambitious comedians, will be to take the 
genre into the mainstream. The Secret 
Asians have begun a national tour — the 
first of its kind. And Bhaskar entertains 
fantasies of performing in India. 

Many comics dream of emulating the 
success of reggae musician Apache Indian 
— one of the few British Asian entertain- 
ers to have widespread appeal both in 
Britain and India. But director Ruba- 
singham doesn't want to lose sight of her 


primary goal: to convince young Asians 
to attend live performances. "I want a 
mixed audience," she says, "and I want 
the generations, because it's informative 
as well as funny and entertaining." 
Young people, especially, tend to view 
theatre as something "dead and tedious," 
Rubasingham says. The Asian comedy 
scene, now considered a "bit of a novelty," 
is anything but, she adds. And local per- 
formers like The Secret Asians will prove 
their staying power. Bhaskar gets the last 
laugh: There was a slight mishap on his 
last Kwality Airlines flight, he quips. "We 
were three quarters of the way to Punjab 
when we ran out of petrol." H 


Susan Keselenko Coll is a writer based in 
London. 
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Three Ring India 





A Son of the Circus by John Irving. 
Random House, 201 E. 50 St., New York, NY. 
US$25. 





Four years ago, John Irving, author of 
The World According to Garp and The Hotel 
New Hampshire, went to India at the re- 
quest of friends to write a script for them 
about child performers in an Indian cir- 
cus. The month-long stay triggered an 
idea for a novel. While the documentary 
remained in limbo, Irving forged a 633- 
page story concerned with more than a 
dozen issues: a brilliant Indian doctor's 
alienation in the New 
World and his hunger to 
connect with the Old 
World; sexual trysts and 
duplicities; the colourful, 
crude world of Indian film, 
and the angst of circus art- 
ists. 

Irving warns readers 
that the novel is not 
"about" India, adding that 
the country "remains obdu- 
rately foreign" to him. Do 
not expect A Passage to In- 
dia, he warns. 

Take Irving's warning 
seriously, and you will find 
much to admire in the book. The smells, 
sights and sounds of Bombay, its shanty 
towns and skyscrapers, its prostitutes, 
beggars and millionaires all come alive. 
A month's stay in Bombay cannot pro- 
duce such authentic portraits; Irving was 
helped by videos of Hindi-language mov- 
ies, and by Indian friends. 

Farrokh Daruwalla, the novel's pro- 
tagonist, belongs to one of India's tiniest 
minorities, the Westernised Parsis. Raised 
in Bombay, educated in Vienna, married 
to an Austrian and long a resident of To- 
ronto, Daruwalla is a man without a coun- 
try, culture or religion. "Immigrants are 
immigrants all their lives," Daruwalla's 
father once cautioned him. At 59, 
Daruwalla still wrestles with an identity 
crisis. His conversion to Catholicism — 
which forms the most hilarious part of 
the book — does him no good. 

A physician, Daruwalla returns to 
Bombay every few years to work with 
crippled children, enjoy the circus and 
conduct genetic studies of dwarfs. Some- 
day, he hopes to find a genetic marker 
for achondroplasia, the defect that stunts 
physical growth. 

He is also a closet screenplay writer, 
and despite his Western upbringing, 
wants to set his film in the culture that he 
and his Anglophile ancestors have mostly 





rejected. His movie will star Inspector 
Dhar. Adored by millions of women and 
hated by their husbands, Dhar's trade- 
mark is his sneer — "the look of a lover 
who was leaving you, while thoroughly 
relishing your misery." 

Dhar's twin brother, separated at birth, 
is now an American Jesuit called Martin 
Mills. He arrives in India to teach at a 
mission school, unaware that his twin is 
the star of several hit films. 

As scores of Irving's characters inter- 
act, a 20-year-old murder case comes to 
haunt some of them, particularly 
Daruwalla. When an eld- 
erly golfer at an elite club 
is murdered, people begin 
to wonder if it is the work 
of the same serial killer who 
has been murdering "cage- 
girl" prostitutes in Bom- 
bay's ugliest red-light dis- 
trict. This is not a suspense 
novel: Irving reveals the 
murderer's identity in the 
middle of the book. Alas, 
the murderer is also a man 
without a strong identity. 

Irving has painted a 
sympathetic figure of 
Daruwalla, and yet we 
wish the writer, who also lives in Canada, 
could have dwelt more forcefully on the 
problems encountered by recent immi- 
grants. W Arthur J. Pais 


Arthur J. Pais teaches feature writing at New 
York University. 





Village Dream 


The Legends of Khasak by O. V. Vijayan. 
Penguin Books, 210 Chiranjiv Tower, 43 Nehru 
Place, New Delhi. Rs 125. 

First published in 1969, O. V. Vijayan's 
Malayalam novel, Khasakhinte Itihasam 
(The History of Khasak), became a classic 
overnight, for it is a prose poem as fe- 
cund in its imagery and invention as the 
exuberance of the Kerala countryside in 
which it is set. Now published in an Eng- 
lish translation by the author himself, The 
Legends Of Khasak reconfirms Vijayan's 
reputation as a fabulist of unique power 
and skill, a disquieting interpreter of the 
contemporary shibboleths of progress, 
technology and political power. 

The novel is set in Khasak. The ob- 
scure, mythic village of Khasak lies at the 
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core of a cosmos ruled not by the laws of 
causality, but by the intricate web of 
happenstance, what a physicist would call 
"synchronicity." 

Chance brought Vijayan to Thasarak 
— the inspiration for the fictitious Khasak 
— as a young writer and card-carrying 
communist. In 1956, his sister got a job as 
a teacher in the village, and Vijayan joined 
her there. Thasarak became the backdrop 
of the novel he was writing about a youth- 
ful urban ideologue who revolutionises 
the villagers. Then, the Soviet interven- 
tion in Hungary, followed by the execu- 
tion two years later of the Hungarian 
leader Imre Nagy, shattered Vijayan's 
political convictions and dramatically 
transformed the landscape of Khasak. 

In Khasak recreated, serpents entwine 
in the clouds, harbingers of the manna of 
coconut husks; dragonflies are the rein- 
carnated memories of the dead, and the 
tinkling ankle-bells of children evoke lost 
innocence. It is to this Khasak that Ravi 
comes to start a school. 

The village swiftly enfolds Ravi in its 
patterns. There is the old mullah, father 
of the beautiful Maimoona; the mystical 
Nizam Ali, both loved and feared by the 
mullah; Appu-Kili, the village idiot-savant 
who catches dragonflies and watches 
them wing upwards like living kites; 
Kuppu-Acchan, the vile toddy-tapper 
whom prohibition has turned into a pur- 
veyor of bootlegged scandal, and Gopalu 
the astrologer, whose wife wants their son 
to go to Ravi's school, learn English in six 
months and become like her elegant ur- 
ban cousin, "riding a Raleigh bicycle, 
wearing rimless glasses, a fragrant ciga- 
rette between his lips." 

Khasak lies at an intersection of the 
naturalistic world and an uncharted do- 
main of the disorder of meaning. The 





Tale out of Kerala. 


OCTOBER 27, 1994 


hu ص‎ ÉL Mu - 5 5 o aoa пеене a заал «шт: эл анааш да с ылыс 2 = шашышты. 


"real" world intrudes in the form of poli- 
ticians and an old German tabloid no one 
can read — only to be absorbed into a 
vast, inchoate design in which the lice on 
a dead man's face become migrating Ary- 
ans in search of their own proto-history, 
and a cancerous cell reveals itself to be "a 
planet of the microcosm, [with] its own 
aeons of time, and life sprouting on its 
land and in its water . . . the needless 
violation of inert surfaces." “What is this 
illness?" a villager asks. "Existence, civili- 
sation," Ravi replies. W Jug Suraiya 


Jug Suraiya is a senior editor at the Times of 
India in New Delhi. 





Sri Right 


Love, Stars, And All That by Kirin Narayan. 
Pocket Books, 1230 Avenue of the Americas, New 
York, NY. US$20. 








An astrologer in India predicts that 
Gita Das, a 23-year-old graduate bound 
for a California university, will meet her 
jori (Mr. Right) in Chaitra 2040, otherwise 
known as March 1984. Convent-educated 
Gita, who might not otherwise care for 
astrology or the Hindu calendar, takes the 
prediction seriously. After all, it comes 
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from a man who is trusted by her be- 
loved aunt, Saroj. As the appointed month 
approaches, Gita is working on “the in- 
tellectual paradigms underlying colonial 
folk-narrative collections on the Indian 
subcontinent,” a topic heartily approved 
by her superiors. Yet she must also take a 
few breaks out of her ivory-tower pursuit 
in search of the earthly pre- 
diction. 

Who is her prince charm- 
ing? Why wasn't the astrolo- 
ger specific? The men she 
initially fancies either have 
girlfriends or are gay. When 
Gita meets Timothy Stilling, 
a famous poet, she thinks he 
is the one. But she wants to 
know more about him. Per- 
haps his pal and colleague 
Norvin Weinstein can help 
her? Weinstein, a former 
Peace Corps volunteer in 
India, is still fascinated by 
that country. When Gita dis- 
covers that Stilling has a lover, she thinks 
she should marry Weinstein. And marry 
she does — but soon wonders why she 
overlooked the fact that Weinstein is a 
self-absorbed academic. Enough of the 
West Coast; Gita goes to New England 
and tries to find out if Stilling was her 
Mr. Right after all. No, says her heart. 

On a visit to India, Aunt Saroj intro- 
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The Fire Sacrifice Ру Susham Bedi. 
Heinemann Educational, Halley Court, Jordan Hill, 
Oxford, U.K. £5.99 





The immigrant experience is the theme 
of several recent novels by Indian writ- 
ers, of whom the best known is Bharati 
Mukherjee, hailed as "the foremost 
chronicler of the multicultural New 
America." Now a U.S. citizen, Muk- 
herjee is noted for her stern exhorta- 
tions to assimilate, to slough off the past, 
to build anew. She would very likely 
disapprove of Guddo, around whose 
life The Fire Sacrifice is centred. 

The novel is enmeshed 
in a web of nostalgia for 
India. An attractive 
widow, Guddo is lured to 
America with her son 
Raju by her sister's prom- 
ises of plenty. But Guddo 
finds American life all 
drudgery and humilia- 
tion. She sells newspapers 
in the subway, gets 
mugged, works as a 
salesgirl, and finally lands 
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a job as an accountant. Her career is 
paralleled by her accommodation — 
from one sister's crowded apartment to 
another's, to a basement, to a four-room 
flat. At this stage, she brings her two 
daughters to America, but not before 
safely marrying them off. 

When they arrive in New York, the 
cramped household is electric with ten- 
sion. Guddo has managed, despite her 
strict morality, to drift into an affair with 


a successful Indian doctor, who finds | 


positions for her daughters and sons- 
in-law, all of them doctors. Guddo dis- 
approves of American aggressiveness 
and consumerism, but is 
also critical of her ghet- 
toised Indian compatri- 
ots, their hypocrisy and 
constant harking back to 
a glorious past. Never 
reconciled to her new life, 
she resorts to the havan, 
the purificatory fire sac- 
rifice of ancient times. 
At the novel's end, 
one daughter's marriage 
breaks up, the other's is 





duces her to a pleasant young man. But 
when she returns to America she realises 
that arranged marriages don't work — at 
least for her. Her quest ends (at least for 
the time being) when she finds true love 
where she least expects it: in an old 
friend's face. “Maybe,” she tells a friend, 
“jori isn't destined but you make it hap- 
pen." 

Kirin Narayan, raised in 
Bombay by an American 
mother and Indian father, 
teaches anthropology at the 
University of Wisconsin. 
Yet she proves here that 
academics need not be dull 
writers. In an interview, she 
said: "I think anthropology 
and fiction writing are com- 
plementary in several ways. 
There is a certain empathy 
required from both profes- 
sions, an ability to look at 
things outside of yourself, 
another set of lives shaped 
by different circumstances than those you 
know or have personally experienced, and 
be accepting. The close attention that I pay 
to language and nuance as a fiction writer 
makes me a more attentive ethnographer." 

W Arthur J. Pais 


Arthur J. Pais teaches feature writing at New 
York University. 


a sterile affair and her brilliant son is in 
the drug trade. A homosexual nephew 
is found in a gay bar, unconscious from 
an overdose of drugs, and one niece is 
gang-raped and knifed to death. Like 
Mukherjee, the author seems propelled 
towards some obligatory — and quite 
gratuitous — descent into violence. 

Who or what compelled Guddo to 
go to America? Her motivation is un- 
clear because she and the rest of her 
clan lack psychological depth. Nor does 
the novel offer other compensations — 
though based in New York, it evokes 
none of the brisk tempo, heterogeneity, 
glamour and squalor of the place. The 
narrative moves at a pedestrian pace, 
just retaining a tenuous hold on the 
reader's interest. The translation from 
Hindi by David Rubin is competent, if 
uninspired. 

Why has Heinemann chosen to pub- 
lish The Fire Sacrifice? There are better 
writers in Hindi by far. Nirmal Verma, 
for instance, who conveys ideas, atmos- 
phere and the most delicately nuanced 
emotion even in translation. One feels 
that a disservice has been done to Hindi 
writing. m Carmen Kagel 


Carmen Kagel is a writer based in Bombay. 
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Indosat's privatisation will help Indonesia catch up with its neighbours in opening the telecoms industry. 


TELECOMMUNICATIONS 


Billion-Dollar Baby 


Jakarta celebrates its first international privatisation with 
the flotation of Indosat, the biggest equity issue in 


the developing world. 





By Jonathan Karp in Hong Kong 


iewed from financial capitals north 
V of the equator, autumn is turning 

golden for Indonesia. In November, 
President Suharto hosts a summit of the 
18-nation Asia-Pacific Economic Coopera- 
tion (Арес) group. And he couldn't have 
asked for a more rousing curtain-raiser: 
the mid-October privatisation of PT Indo- 
nesian Satellite, or Indosat, in a global 
equity issue that raised more than US$1 
billion. 

"It's helpful to Suharto that this comes 
just before Арес,” says an investment 
banker involved in the Indosat flotation. 
Certainly, it portrays a country that is 
opening up — an image that was tar- 
nished earlier this year when Jakarta 
cracked down on labour unrest and closed 
three popular magazines. Says the banker: 
“I'm sure this was a part of someone's 
thinking in Indonesia." 
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More than political prestige is at stake 
in Jakarta's first international privatisa- 
tion. While it raises the investment pro- 
file of the world's fourth most populous 
country, it also raises capital for Indosat, 
the telephone company that handles al- 
most all of Indonesia's growing volume 
of international calls. Indosat plans to use 
its portion of the proceeds to build do- 
mestic lines and expand into the boom- 
ing cellular-telephone sector. 

The offering of existing and new 
shares, comprising about 32% of Indosat, 
represents the biggest equity issue in the 
developing world. Indosat's enthusiastic 
reception among Western institutions so 
soon after September's US$900 million 
issue by Pakistan Telecommunications 
Corp. (РТС) shows that investor appetite 
for Asian telecoms shares remains strong. 

Indosat's appeal is enhanced in part 
by Jakarta's plan to install 5 million new 
telephone lines by 1999. Currently, just 
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2.2 million lines serve 190 million Indo- 
nesians. That's less than the penetration 
in China, which is poorer per capita. 

Indeed, Jakarta has fallen behind its 
Asian neighbours in opening the telecoms 
market. That's changing as giants like Bri- 
tain's Cable & Wireless, Nynex of the 
United States and France Telecom are now 
bidding to build lines. The Indosat offer- 
ing, even though it keeps the government 
in control, could add momentum to Ja- 
karta's deregulation programme. 

To help ensure a smooth launch — in 
contrast to PTC's almost farcical debut and 
the twice-aborted issue of India's state- 
owned overseas carrier Videsh Sanchar 
Nigam Ltd., Jakarta sought to allay in- 
vestors' primary concerns: regulatory in- 
tegrity and marketplace transparency. 

No longer a monopoly, Indosat faces 
competition from PT Satelit Palapa Indo- 
nesia (Satelindo), which began offering 
international telecoms services in August. 
Satelindo, in which Indosat holds a 1096 
stake, is owned by the Bimantara Citra 
Group led by Suharto's second son, 
Bambang Trihatmodjo. Indonesian Gov- 
ernment officials who joined Indosat's 
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road show assured fund managers there 
would be controlled competition: no new 
licences or price wars for 10 years. 

"The government was keen to give the 
impression that there would be a clear 
set of competitive rules," says Oscar Cas- 
tro, a telecoms specialist who is manag- 
ing director of America's Montgomery 
Asset Management. “It said that it rea- 
lises it cannot change these rules, an indi- 
cation the government is serious about 
providing grounds for fair play," adds 
Castro, who plans to buy Indosat. 

Indosat's offering, coordinated by Mer- 
rill Lynch and state-owned merchant bank 
PT Danareksa, placed shares on the Jakar- 
ta and Surabaya stockmarkets as well as 
the New York Stock Exchange as Ameri- 
can Depositary Shares. Each ADS repre- 
sents 10 Indosat shares. Trading began on 
October 18 in New York, a day later in 
Indonesia. The issue was well oversub- 
scribed. Danareksa said there was de- 
mand for more than twice the 80.3 mil- 
lion shares allotted to Indonesia; there 
were 17 extra orders for each ADS. The 
price was set at Rps 7,000 (US$3.22) per 
share and US$32.05 per ADS, slightly 
higher than Merrill Lynch's expectations. 
Even still, the price/earnings ratio puts 
Indosat in line with moderately priced 
regional telecoms shares. 

“It’s sufficiently cheap that dedicated 
Indonesia investors will be attracted to it, 
it’s interesting on a regional basis, but 
Merrill hasn't given it away, so the gov- 
ernment should be happy," says Bill 
Barron of Aetna Investment Management 
in Hong Kong. 

Some fund managers expressed only 
lukewarm interest in Indosat, noting that 
its growth potential did not exceed other 
Asian telecoms companies. But since it 
comprises some 8% of Jakarta's market 
capitalisation, Indosat is just too big to 
ignore. 

Jakarta's blue-chip index “will fall or 
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rise with Indosat,” says Adnan Tan, di- 
rector of sales for PT Morgan Grenfell Asia 
Indonesia. 

Bought by the Indonesian Government 
for US$43.8 million in 1980, Indosat has 
grown from its former days as an Inter- 
national Telephone & Telegraph subsidi- 
ary into a profitable but relatively small 
telecoms firm valued at more than US$3 
billion. It has little debt, but it has con- 
sistently earned more than 40% return on 
equity in recent years. 

Indosat's turnover has more than dou- 
bled in the last five years. It reported re- 
venue of Rps 765.2 billion (US$354.3 mil- 
lion) and net profit of Rps 251.5 billion 
for the year ended December 31, 1993. 
Indosat forecasts 1994 net profit will rise 
11.8% to Rps 281.2 billion, but analysts 
say that’s conservative. 

Underpinning this financial strength is 
an economy whose gross domestic pro- 
duct has grown an average of 6.9% a year 
for the past five years, and an increase in 
Indonesian trade and tourism. The Indosat 
management has also played its part by 
enlarging and improving its network. 
Since 1989 Indosat's telephone traffic has 
grown at a compound annual rate of 
27.5% while the number of international 
circuits it operates has risen by 31.7%. 

Still, the base is low and there is 
considerable room for growth. Only 12% 
of all lines in operation use the interna- 
tional direct-dial service — Indosat’s main 
revenue source. Since this service is car- 
ried by state-owned domestic operator PT 
Telekomunikasi Indonesia (Telkom), 
Indosat's ability to tap demand is tied to 
the development of Telkom's infra- 
structure. As of late 1993, for instance, less 
than half of all overseas calls to Indonesia 
got through. Indosat blames Telkom's 
limited switching and transmission capa- 
city for the low success rate. 

Because it has a financial interest in 
helping out, Indosat plans to invest Rps 
600 billion on two domestic telecoms ven- 
tures that should enhance its long-term 
growth potential. Two million of the five 
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million new telephone lines planned are 
to be installed on a build-operate-transfer 
basis. Indosat, in a consortium with Aus- 
tralia's national telecoms carrier Telstra 
and Indonesian firms, is tipped by ana- 
lysts to win a tender for an estimated 
500,000 lines. Indosat has already received 
approval for the second project: a 49:51 
joint venture with Telkom to operate a 
digital cellular-telephone system. 

Before it will enjoy earnings from the 
two ventures, its balance sheet will bene- 
fit from reductions in both Telkom access 
charges and taxes, thanks to investment 
tax credits. Risks for investors include a 
likely 4-59; annual devaluation of the 
rupiah against the dollar, and a reduction 
in accounting rates, which foreign tele- 
phone companies pay to Indosat for con- 


necting calls into Indonesia. 
[ Indosat is the end of its 25-year 
monopoly, and the fact that its com- 
petitor is, as one fund manager quipped, 
an "extension of the first family." In one 
of the government's most significant 
changes in telecoms policy, it approved a 
second international carrier in 1993 and 
awarded the concession to Satelindo, con- 
trolled by presidential son Bambang. 
Satelindo plans to launch a digital cellu- 
lar telephone network in November — 
ahead of Indosat — and is licensed to 
operate the next generation of Indonesia's 
Palapa communications satellites. 

Already under way is a battle for in- 
ternational calls. Jakarta has pledged to 
maintain the duopoly and identical tar- 
iffs for 10 years. So Indosat and Satelindo 
must compete on service, not price. Cus- 
tomer access to the new carrier is easy — 
all it requires is dialling “008” instead of 
“001” for Indosat. 

Fund manager Castro of Montgomery 
estimates Satelindo will grab a 20-22% 
market share for international calls by the 
year 2000. By then, however, so many 
more people will be calling overseas that 
Indosat's earnings will grow despite the 
loss of market share. Jardine Fleming pre- 
dicts that Indosat's net profit will swell 
18.3% annually between 1994 and 1997. 

“Indosat is serious about competing, 
and that impressed the market," says Eu- 
gene Galbraith, president director of bro- 
kerage PT HG Asia Indonesia. Indosat's 
mettle emerged during the road show, 
when investors pressed for insight into 
Satelindo's ties to the government. These 
questions were usually fielded by an 
Indosat director — who also serves on 
Satelindo's board. 

One U.S. fund manager pursued the 
matter further. He called Satelindo's office 
in Indonesia, only to get a busy signal. "I 
tried to get in touch, but it wasn't easy," 
he chuckles. "They don't have so many 
lines down there." " 


he biggest potential threat to 
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This Will Hurt 


China's austerity isn't pretty, but it's working 





By Henny Sender in Hong Kong 





& Steel, one of China's largest enter- 

prises, haven't been paid. There hasn't 
been much money around for suppliers 
either. One Hong Kong-based trader re- 
cently visited the mammoth, state-owned 
steelworks west of Shanghai to collect 
US$45,000 that Anhui owed for a piece of 
testing equipment. The trader returned 
with bad news: The enterprise isn't likely 
to pay up for another two years. 

What's happening at Anhui is happen- 
ing throughout much of China. Fifteen 
months into Beijing's latest drive to rein 
in growth and curb inflation, firms across 
China are finding that money — some- 
thing that never concerned them much as 
long as Beijing simply printed more of it 
on demand — has begun to mean some- 
thing. Austerity, in short, is making a dif- 
ference. Credit growth, by recent Chinese 
standards, is tight. And much as authori- 
ties in Beijing want to squeeze mainly the 
least-productive enterprises, austerity is 
hurting efficient and inefficient producers 
alike. 

Its effects are manifest in plummeting 
sales and declining profits. Companies are 
struggling to collect for sales they do 
make, as evident in sharply rising ac- 
counts receivable. A look at Chinese com- 
panies — whether socialist dinosaurs such 
as Anhui Iron or foreign-listed high-flyers 
such as Tsingtao Brewery — shows how 
messy and painful is the process of tam- 
ing one of the world's fastest-growing and 
most unruly economies. 

As austerity's vise grows tighter, the 
managerial skills of China's businesses are 
being tested as never before, and the pres- 
sure is unlikely to let up soon. "The ex- 
pected bottoming out of the economy will 
probably be delayed for at least another 
nine months, if not more," warns Andrew 
Freris, chief regional economist for 
Salomon Brothers in Hong Kong. 

China's 100,000 state-owned enter- 
prises, which employ a staggering 100 
million workers, are the hardest hit. Most 
have never been able to finance opera- 
tions out of their earnings, but have re- 
lied instead on state subsidies and bank 
loans. According to reports cited by 
Salomon Brothers, bank credits fund an 
extraordinary 80-90% of their current op- 
erations. While state enterprises account 
for a declining proportion of output (just 
under half now, down from two thirds in 
the late 1980s), they continue to absorb 


| n recent months, workers at Anhui Iron 
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A casualty of China's credit crunch. 


the bulk of credit. By mid-1994, they ab- 
sorbed 68% of fixed investment. "These 
companies are like junkies on heroin," 
says the top executive of another United 
States investment bank. "They go to the 
bank and book the loans — which they 
never repay — as income." 

As long as no one paid real money for 
purchases, nobody paid much attention 
to the quality of what was bought. Now, 
money matters. That is changing the cir- 
cumstances for a broad sweep of Chinese 
industry — both for troubled state enter- 
prises and their more efficient corp- 
oratised counterparts. 

During the first half, 46% of state en- 
terprises posted losses. But their problems 
stem only partly from tight credit. Sec- 
tors such as textiles, machinery and min- 
ing are bleeding because of "low effi- 
ciency, inadequate working capital, unres- 
ponsive management and poor market- 
ing strategy," says Guocang Huan, a vice- 
president at J.P. Morgan in Hong Kong. 

Structurally, state concerns suffer from 
over-capacity and excess labour even in 
good times. Some 20 million workers at 
state enterprise and urban collectives are 
considered underemployed, and the 
number is growing. More of them are 
being told to stay at home at a fraction of 
their full pay, Huan notes, and few are 
able to find alternative work. 

One hard-hit sector is iron and steel. 
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Demand has plunged as the credit crunch 
dries up funds for construction and prop- 
erty speculation, a major cause of last 
year's overheating. What's more, steel 
purchases from abroad nearly quadrupled 
last year to 30 million tonnes, thanks to 
relaxed import restrictions. Today, mar- 
ket-insensitive behemoths like 
Anhui Iron are squeezed between 
cheap steel from the former Soviet 
Union and higher-quality stuff from 
South Korea and Japan. 

Things aren’t quite so dire at 
Maanshan Iron & Steel. As a Hong 
Kong-listed company, it at least has 
some working capital in the form of 
the proceeds from its listing. But it 
too has been hit: Maanshan’s ad- 
justed after-tax profit plunged a 
year-on-year 49% in the first half to 
Rmb 591 million (US$66 million), 
while prices were down 11%. That's 
partly because demand is highest for 
thin steel plates, not the heavy plates 
Maanshan hammers out. 

Textile companies are in even 
worse shape than steel makers, 
partly because of a worldwide cot- 
ton shortage. James Capel analyst 
Elizabeth Cheng, in Hong Kong, 
says about one third of China’s large 
and mid-size mills have closed, 
slashing demand for listed firms like 
capital-goods suppliers Shanghai In- 
dustrial Sewing Machine and Shang- 
hai Erfangji. The result has been an earn- 
ings rollercoaster. Erfangji’s sales are 
down 28% this year. Industrial Sewing 
Machine's operating profit, which nearly 
quadrupled in 1993, should shrink about 
6% this year, says James Capel. Both com- 
panies are struggling with massive ac- 
counts receivable: Rmb 240 million at 
Erfangji, Rmb 194 million at Industrial 
Sewing Machine. 

“Companies which sell to the state sec- 
tor are extremely vulnerable,” notes Gra- 
ham Muirhead, a director with HSBC 
Asset Management in Hong Kong. “In- 
dustrial Sewing Machine’s management 
did everything right, but they still have 
so many problems because of the slow- 
down in investment expenditures.” 

Some have suffered more than others. 
For Denway Investment and Brilliance 
China Automotive, which assemble cars 
and trucks from imported kits, profits 
have collapsed. The fall was particularly 
sharp at Denway: down 95% for the first 
half of the year to HK$20 nrillion (US$2.6 
million), on a 17% decline in turnover to 
HK$632 million. That's partly because 
state enterprises and government depart- 
ments have cut vehicle purchases. Few 
could have anticipated Denway's recent 
performance in early 1993, when its Hong 
Kong initial public offering was a record 
658 times oversubscribed. 

Such problems are, to some extent, 
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cyclical. But the difficulties facing com- 
panies like Denway are also structural. 
Despite the image of centralisation and 
enormity, much of Chinese industry ac- 
tually is fragmented, making it difficult 
to reap economies of scale. The authori- 
ties are engineering a shake-out that will 
leave many firms by the wayside. One of 
those that appears vulnerable is Qingling 
Motors (newly listed in Hong Kong), 
whose annual output of light trucks is a 
mere 27,000 units. 

Smaller car companies must expand to 
realise economies of scale, but austerity 
has sapped demand even as costs are ris- 
ing. Aluminium prices have risen more 
than 60% this year. But smaller companies 
such as Brilliance “don’t have the market 
share to pass on the increased costs with 
price inflation,” says Richard Wong, an 
analyst with HSBC Asset Management in 
Hong Kong. “Margins are being 
squeezed.” 

Firms like Brilliance, which rely hea- 
vily on imports from Japan, sell into the 
domestic market for renminbi but borrow 
yen to finance those imports. The surging 
yen (up 11% against the Chinese currency 
in the first half) has wreaked havoc on 
their income statements. 

Even Tsingtao Brewery, the first main- 
land company with official approval to 
list in Hong Kong, finds the going tough. 
Its expenses are rising (particularly for its 
aluminium cans and imported malt) and 
competition is increasing, but Tsingtao 
doesn’t yet have the exclusivity that ena- 
bles a company like Coca-Cola simply to 
pass higher costs on to consumers. Nei- 
ther does it enjoy the protection some 
Chinese products reap from tariffs and 
other surcharges that make equivalent 
imports vastly more expensive. Foreign 
brewers avoid these by establishing local 
joint ventures. 

Not every sector looks so grim. The 
austerity programme often seems to be 
achieving Beijing’s goal by winnowing out 
the strong from the weak. Those who can 
manage their companies are 
faring better than those who 
can't. 

Look at Shanghai's bicycle 
industry. In the first half, 
Shanghai Phoenix Bicycle man- 
aged to boost its net income 
24% to Rmb 60 billion on sales 80 
of Rmb 718 billion. In the same 
period, Shanghai Forever Bicy- 0 
cle netted only Rmb 17 billion B8 
on revenue of Rmb 458 billion. 3® 
While Phoenix managed to ex- 40 
pand exports, Forever did not. 30 
New products such as mopeds 20 
accounted for 10% of Phoenix’s 10 
income, but mopeds did noth- 0 
ing for Forever's bottom line, 
says James Capel analyst 
Cathy Chang. 
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The varied results "show the diver- 
gence in the quality of management," says 
HSBC's Muirhead. “Phoenix has been 
much more responsive to the market. It 
did much better with the pricing and tim- 
ing of its scooters and mopeds than For- 
ever. Forever was too high too early." 


der the new regime, reflecting the fact 

that consumer income is rising in ur- 
ban areas. Shanghai Shangling Electric, 
whose main product is refrigerators, ex- 
panded net profit almost 50% last year (to 
Rmb 120 million) and is expected to grow 
almost as fast this year and next. Shangling 
Electric's strong order book enables it to 
boost production, realising economies of 
scale, says HSBC's Wong. Moreover, be- 
cause its products are in demand, the com- 
pany can insist upon cash on delivery. 

Many of China's problems — rising 
inflation, volatile money supply and in- 
dustrial production — are cyclical. Oth- 
ers — a dearth of employment opportu- 
nities, for example — are structural and 


| ndeed, some companies are thriving un- 
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will take time to fix. In the meantime, 
government officials have a delicate task: 
While tightening credit, they must also 
provide enough money to support needy 
and potentially angry workers at state- 
owned enterprises without starving de- 
serving private-sector companies. 
Compared with the previous austerity 
drive, which lasted from 1988 to 1990, this 
one is more market-oriented than admin- 
istrative. The central bank, for instance, 
isn't as quick to extend loans to the 
strapped Ministry of Finance, which now 
must fund more of its deficit (forecast by 
G. K. Goh at Rmb 67 billion this year) 
through bond sales. These exceeded Rmb 
100 billion in recent months, and they've 
not been forced on workers as in the past. 
Still, the move away from a policy- 
based to commercially based lending will 
be a long haul. State enterprises can stay 
afloat only with help from the state banks, 
and they in turn will help only if they 
receive funds from the central bank. Ana- 
lysts warn that there are still many years 
to go before real reform will be evident. 
"In some ways, it's the same 
situation [as always], just a 
longer loop," says Guonan Ma, 
senior economist at Peregrine 
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"Still, transparency has in- 
creased." 

For now, as Anhui Iron’s 
suppliers have discovered to 
their chagrin, the most impor- 
tant principle for doing busi- 
ness in China is to demand cash 
on delivery. Says Stuart Valen- 
tine, a partner with law firm 
Clifford Chance in Hong Kong: 
"If you want to do business in 
China, don't do anything until 
you've confirmed that the letter 
of credit is there." п 
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Why is there nothing quite like an original? 
What makes champagne the finest, and most famous, 
of the mousseux wines? The answer lies in its origins. 


Not just soil and climate but the double fermentation 







method honed by a Benedictine monk in the 17th Century. 
You can still savour the fruits of Dom Perignon's 

wisdom in the cellars at Epernay today. Or enjoy one 
of the finest vintages in a more elevated setting. 

Travelling First Class on the Airline of the Year 1994. 


Emirates has become almost as feted, in rather less time, 


Dom Perignon '$5, 
at 30 fed below, never mind © 
30,000 feet above. 


by being equally true to its origins. Born in the same 
vintage year, our airline holds that the best 
is the only acceptable way to do anything, 
You'll fly in the latest planes, in seats of princely 
luxury, choosing from our award-laden cuisine. 
And spoilt by a selection of over thirty films on your 
personal video system. Emirates always insists on the 
exceptional difference in quality between 
the great and the good. 
As you'll know from your first sip of Emirates’ style; 


subtle and rounded with an elegant finish and great finesse. 


А | 


re | ^N 


Emirates 


THE FINEST IN THE SKY. 














Century Praza Hote 
kif 
Business & 
Leisure in the 


Heart of 
Shenzhen 


As one of Asia’s leading hotels, 
Century Plaza Hotel 
understands that the frequent 
business traveller needs to keep 
in touch with what’s going 
on in Asia. That’s why it 
provides executive 
guests with Asia’s most 
authoritative publication. 

The Far Eastern Economic Review. 





Century Plaza Hotel 
Kin Chit Road, Shenzhen, 
People’s Republic of China 
Tel: 2220 888 Fax: 223 4060 


Hong Kong Sales Office 
Tel: 5980363 Fax: 5980757 
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INVESTMENT 


School 
Days 


Chinese fund managers 
bone up on America 


H igh up in San Francisco's Bank of 
America tower, an intense cram 
session was under way. The topics: 
initial public offers, transfer pricing, mar- 
ket capitalisation, sales taxes. 

The teachers were some of northern 
California's most accomplished attorneys, 
accountants and entrepreneurs, including 
the chairman of investment-banking firm 
Robertson, Stephens & Co. Their audi- 
ence? An eager group of fund managers 
from China who oversee assets of more 
than US$1 billion. 

The managers were from the China 
Trust & Investment Corp. for Economic 
Development, an investment arm of Bei- 





| jing's Ministry of Finance. And their study 


trip is the clearest sign yet that even as 
venture capitalists and investment bank- 
ers scour China for deals, the Chinese are 
readying their own chequebooks to invest 
in the United States. 

"This is really the first delegation from 
China that has come over here thinking 
about doing business in America," says 
Peter Liu, managing director of Walden 
International Investment Group, the 
group's host. “It’s not a trade fair, not a 
seminar on investment in China, but really 
a short course in doing business in an in- 
ternational fashion." 

Walden is a San Francisco-based ven- 
ture-capital firm that manages US$500 
million from pension funds, insurance 
companies, banks and investment groups 
in the U.S. and Asia. It arranged the West 
Coast trip for China Trust's 30 delegates 
shortly after the two companies had ini- 
tialled an agreement in Beijing to estab- 
lish an investment joint venture. The ven- 
ture aims not only to introduce U.S. 
money to promising Chinese businesses, 
but also to deliver Chinese investment to 
the U.S., especially in places such as Sili- 
con Valley, the heart of America's hi-tech 
industries. 

For the Chinese, America is a very dif- 
ferent world, one in which everything 
from book-keeping to deal-making is 
novel. At home, guanxi, or political con- 
nections and personal relations, cements 


business deals. Laws are flexible, rules can - 


be overlooked and even the taxman can 
be kept at bay if the right strings are 
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pulled. Lawyers have little power, and 
contracts or copyrights are difficult to 
enforce — as American software makers 
have discovered. 

U.S. markets, while not devoid of fa- 
vouritism, are by contrast largely gov- 
erned by the rules of law and economics. 
Companies are valued by objective mea- 
surements — cash flow, sales growth, pro- 
prietary technologies. Regulations are 
enforced. Taxes tend to be paid. 

“The Chinese think that investing in 
U.S. companies means that they just come 
here with a lot of cash and buy stuff,” 
says Lui. "Now, they're beginning to un- 
derstand the legal framework for doing 
business here, the taxation issues to con- 
sider. They're cash-rich and ready to in- 
vest, but first they have to learn." 

So far, direct Chinese investment in the 
U.S. is barely a blip on the international 
venture-capital radar screen. (It equals 
only a quarter of Taiwanese investment 


Look What We Found 


China’s annual direct investment 
in the United States 
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Source: U.S. Department of Commerce 


in America.) But it’s growing quickly. 
Annual inflows amounted to US$304 mil- 
lion in 1993, up from a modest US$87 
million in 1989, according to U.S. Com- 
merce Department data. 

Will the Chinese become major inves- 
tors in the U.S.? Some have doubts. “It’s 
one thing to make investments in Hong 
Kong, but investing in the U.S. is qualita- 
tively a very different thing,” says K. C. 
Fung, who teaches Asian economics at the 
University of California, Santa Cruz. 
“Hong Kong is something they know, it's 
next door. It’s a very big step to climb 
into such a big pool as the U.S." 

Still, the Chinese are eager learners 
with big plans. Says Zhu Fulin, vice-chair- 
man of China Trust and leader of the dele- 
gation: "We want very much to establish 
mature relationships with advanced com- 
panies so we can attract leading-edge tech- 
nology with nominal capital." L. 
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PACKAGING PROBLEMS 








CALL ITALY PIRST 


Whenever packaging becomes a problem, calling Italian industries 
and experts becomes a must! Italian manufacturers are indeed at the 
top in terms of technology, quality, efficiency and ability to offer a 
personalized solution. One fourth of packaging machinery in the world 
is Italian made because its industry stands out internationally for its 
ability to meet the specialized need of manufacturers all over the 
world. The highest technologies and the ingenuity of craftmanship 
make Italian industries the ideal partners in finding the best packaging 
solutions. Yes, the world over! 


Ask for free catalogue containing all details of Italian machinery producers to the following addresses: 


UCIMA ITALIAN PACKAGING POINTS 
The Italian Packaging Machinery Far East Office 

Manufacturers' Association Hong Kong 

Central Office c/o GCI Hong Kong 

Corso Sempione, 4 33 rd Floor - Manulife Tower - 169, Electric Road 
20145 Milano North Point, Hong Kong 

Tel. (+39/2)3361 1557 Tel. (+852)5106888 

Fax (+39/2)3450647 Fax (+852)5107541 


UCIMA - THE ITALIAN PACKAGING MACHINERY 
MANUFACTURERS’ ASSOCIATION 


ANGKOR WAT : ANOTHER MONUMENTAL RENOVATION PROGRAM. 
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ANNOUNCING 
THE COMPLETION 
OF MONUMENTAL 

RENOVATIONS 


From guestrooms to meeting rooms, 
The Ballroom and more. 

Our 5-star excellence has been further 

enhanced by our stylish new interiors. 


From custom carpeting and luxurious wall 
coverings to crystal clear windows, we have 
changed the decor throughout our 
604 guestrooms and public areas, and in 


some cases... we've even grown in size! 


The truly elegant Marriott Ballroom now 
seats up to 750. Our superb Man Ho 
Chinese Restaurant has three newly 

appointed private dining rooms. And the 

new Lobby Bar (opens November) will be 
the perfect spot to unwind at the 


end of a busy day. 


Add to this, a convenient Central location 
at the heart of Pacific Place and our 
empowered associates’ commitment to 
superlative service, and we know that 
your next stay will be even more 


comfortable and enjoyable. 


Whether for business or pleasure bookings ... 
enjoy a truly MONUMENTAL experience, call: 


JW Marriott Hotel Hong Kong (852) 841-3000 
Bangkok (66) 2-251-0414 Jakarta (62) 21-570-0483 
Kuala Lumpur (60) 3-291-8584 Manila (63) 2-815-4946 
Seoul (82) 2-735-8500 Singapore (65) 334-6216 
Australia (Except Sydney) Toll Free 1-800-251-259 
Taipei (886) 2-567-3081 Tokyo (81) 3-5275-3711 
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JW MARRIOTT HOTEL. 


HONG KONG 


BRIGG 


JW MARRIOTT HOTEL HONG KONG, 
PACIFIC PLACE, 88 QUEENSWAY. HONG KONG. 
TEL: (852) 810 8366 FAx: (852) 845 0737 














U.S. and South Korean military strategists are making 
plans for a pre-emptive strike ee North Korea in 



















wW reporisi in its next i issue, out 
e preparations would ensure that any war 
is fought on North Korea's side of the demilitarized 
zone that splits the Korean peninsula, the Hong Kong- 
based i omn news magazine: said. Battle plans fe for. 


to an invasion of South Korea have meanwhile кошой | 
a part of standing U.S. military orders, the Review | 
added. Previously, U.S. strategy was to contain an 
invasion from the north until reinforcements 

could arrive, the magazine said. 


Korea Herald 


The only other possible deadlock w 
buster remains Ki Sih nouk. 





breaks out in Conibodis he may 
have to take over executive power. 
Seemingly ignoring the Cambodian 
constitution and his own earlier 
promise to reign but not rule, 
he said, according to the report, 
that he would be his own prime- p 
minister, and would invite Khieu 
Samphan, the Khmers Rouges' 
main negotiator, into his 
саи asa 1 vice- о: 


Economist (London) 


In the capital, soldiers surrounded the 
Regent Hotel, where Prince Norodom 
Chakrapong, the Prime Minister's 
estranged half brother and one of the 
accused plotters, was holed up with Nate 
Thayer a correspondent for the 


If the BBC cannot reach agreement 
with STAR TV, it will insist on the 
contract being honoured until the 
end of the year, According to ше 














new Chinese movie channel 
replacing the BBC in China is to 
be launched in early May. 
Marketing plans have been drawn 
up and printed material produced 
for cable television operators in 
Taiwan. pleading, " 
= I ат innocent." 


Financial Times 


ASIA'S MOST QUOTED NEWS SOURCE [i 


The best testimonials to a publication’s authority are made 


by its readers, including editors of respected news media 
who trust it enough to make it a source for their news. 









Prime Minister Chuan Leekpai 

yesterday told Labour and Social 
Welfare Ministry of sexual abuse о 
children by foreigners, as reported 
in a Hong Kong weekly. Permanent 
Secretary for Labour and Social 
Policy Sawai Phrammanee received - 
а "very urgent" letter from the Prime 4 


long story headlined "Dirty Busines 
A Spate of Child Sex Cases 
Highlights a National Concern.” 


Bangkok Post 





aid he had been call ed to the hotel by a 
desperate Chakrapong, who was seeking 
U.S. protection. Upon the reporter's 
arrival, Chakrapong emerged disheveled 
and barefoot from a ceiling crawl space 
Please, they will kill me. 


Time Magazine 


The inspection of the freighter Yinhe was 
conducted at American request. Beijing is 
demanding that Washington guarantee that 
similar incidents do not occur again. U.S. officials | 
in Beijing have declined to comment on the 4 
incident. A report in the current edition of the à 
ays US, intelligence 
was able to confirm that the chemicals were aboard, 
the ship when its topped in Singapore after it left 
China. But according to the report, once the 
Chinese were alerted to U.S. interest in the Iran 
bound shipment, the captain unloaded the 
chemicals in Jakarta, where the freighter remained | 1 


for several da before it reached the Gulf. 
XOU 










Washington Post 









Beijing is sending a close friend of 

Party Secretary Mr. Jiang Zemin and 

old Hong Kong hand to the local branch 
of the New China News Agency (NCNA) 


vicedirector Mr. Li Chuwen will soon be | 
appointed a special assistant to director | 
Mr. Zhou Nan. The magazine quotes 
Chinese sources as saying: "The decision | 
to appoint Li is an indication that the 

leadership in Beijing are not particularly 
pleased with the performance of Zhou, 


a follower of hardline premier Li Peng." 


South China Morning Post 
























A proposal to shift government 
agencies to a new township to be 
constructed near the Kuala Lumpur | 
International Airport in Sepang is 
being actively discussed at the 
highest levels. The story was first 
reported in the December 9 issue 





. Thayer later 


Following up, Malaysian B 
contacted a high-ranking | 
government official who confirmed | 
government intent to relocate 4 
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ECONOMIC MONITOR: 


INDONESIA 





Pockets of Hope 


hile high inflation and sagging 
W^: growth continue to dog 
the Indonesian economy, ana- 
lysts remain optimistic about the coun- 
try's mid- and long-term prospects. They 
forecast Indonesia will meet and possibly 
exceed its target of 6.5% real СОР growth 
for the year and should maintain that level 
over the remainder of the decade. 
Domestically, price rises remain a 
worry. In the first nine months of the year, 
inflation was running at an annual rate of 
7.4%. Now economists are predicting it 
will top 9% by year-end, far higher than 
the government's 6.5% target and only a 
shade below last year's figure of 9.6%. 
Much of the inflation is driven by re- 
tail-price increases for rice and cement. 
Rice, along with other foods, has been 
driven up by a drought. 
Cement shortages, mean- 
while, forced housing 
prices to rise by an aver- 
age of 1.3% in September, 
compared with a 0.6% in- 
crease in August. In far- 
away Irian Jaya, a 40-kilo- 
gram bag of cement has 80- 
been selling at six times 


the price it was in early 70" 
September. 60- 
The government bá 


seems to be in a quan- 
dary. Banking sources 40- 
say President Suharto is 
anxious to avoid double- 
digit inflation, and it was 
only a few months ago 
that monetary authorities 
were urging private 
banks to keep interest 
rates in check. Indeed, 
lending rates at private 
banks are around 19-20%, 
up from 16-1796 earlier in the year. But 
private-sector loan growth (see chart) of 
well over 20% year-on-year doesn't au- 
gur well for inflation. 

On the trade side, exports in the first 
seven months of 1994 stood at US$21.9 
billion, up 4.3% from a year earlier. Im- 
ports totalled US$17.3 billion, up 9.4%, 
leaving a trade surplus for the period of 
US$4.6 billion. 

Non-oil exports, which comprise 
roughly two thirds of Indonesia's total 
exports, remain sluggish, however. In the 
first seven months they rose 8.9%, com- 
pared with a growth rate of 26% in the 
same period last year. The slowdown pro- 
duced a marked deterioration in the cur- 
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Achilles’ Heel 


Indonesia's inflation 
and domestic credit 


Qm year-on-year 


Consumer prices 





Source: Barclays de Zoete Wedd 


rent-account deficit; in the first six months, 
it more than doubled to US$2 billion. 

After a worrying start to the year, 
there's better news for oil and gas. Mines 
and Energy Minister I. B. Sudjana says 
rising prices will enable the government 
to achieve its target of Rps 12.9 trillion 
in energy revenues during the current 
fiscal year, ending April 1. Indonesia has 
maintained crude-oil production at 1.5 
million barrels a day, while prices for lo- 
cal crude in the April-August period av- 
eraged US$16.36 a barrel — slightly 
above the US$16 budgeted by the Finance 
Ministry. 

Government confidence is also re- 
flected in a September reform package, 
which lowered corporate tax rates to 10- 
30% from 15-35%, and allowed companies 
to deduct research and 
technology spending 
from their taxable in- 
come. It also raised pen- 
alties for tax evasion in a 
country where tax re- 
venues as a share of GDP 
are only 17%. Analysts 
say that by lowering the 
top tax rate on corporate 
income to 3095, Indone- 
sia will improve its com- 
petitive position relative 
to other countries in 
Southeast Asia. Top tax 
rates range from 27% in 
Singapore to 35% in Thai- 
land. 

This may serve as a 
further carrot for foreign 
investors. Investment ap- 
provals are likely to reach 
a record US$22 billion 
this year, up from US$8.1 
billion last year. By the 
end of September, the government had 
approved 301 projects worth US$19.9 bil- 
lion, almost double the figure in 1992, In- 
donesia's record year. Four export- 
oriented oil refineries, two major power 
plants and a Kalimantan steel mill pro- 
vided US$7.5 billion of the total. 

Another encouraging sign: Tourist ar- 
rivals increased 17.4% during the first nine 
months to 2.2 million visitors, generating 
US$2.5 billion in foreign exchange (com- 
pared with US$3.3 billion for all of last 
year). This has reinforced predictions that 
the industry, which is only now starting 
to promote attractions outside Bali, will 
become the country's biggest revenue 
earner. m John McBeth 
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COMPANIES 


Hot Flashes 


Taiwan's Macronix cashes in on its chips 





By Emily Thornton in Taipei 


J|: Horng is an engineer with a 





mission. By January, his company 

expects him to produce a prototype 
of a digital recording device that 
substitutes a semiconductor for audio 
tape. After three months’ work, Horng 
says he's finally succeeded in making a 
model that can store a voice on a digital 
chip. 

If it went on the market today, the re- 
corder probably would not be a hit. It 
works only with top-of-the-line flash- 
memory chips, which, at US$48 each, 
would put it beyond most consumers' 
reach. To cut the price, Horng is trying 
to utilise lower-grade flash-memories. 

Horng's task may not be much differ- 
ent from what other chip-design engineers 
are working on. One thing, however, does 
set him apart: Horng is working not in 
Silicon Valley, California, but at the 
Hsinchu Science Park, south of Taipei, 
home to one of Taiwan's fastest-growing 
semiconductor makers, Macronix Interna- 
tional. 

Macronix — Taiwan's sole producer 
of “non-volatile” flash-memories, which 
are faster and more reliable than other 
chips — is emblematic of the country's 
emerging semiconductor companies. 
(Non-volatile chips retain their data even 
after the power is switched off.) Over the 
past five years, Taiwan's semiconductor 
industry has grown to about US$2 billion 
in annual sales, boosted by the huge 
demand for memory chips used in per- 
sonal computers and 
video games. 


Craving for Chips 





F. ۴ 2 x 10 
Memory chip design: strategic vision matters. 


ment that will enable its present facilities 
to operate at full capacity — 25,000 wafers 
a month, up from 20,000 now. (Wafers 
are the silicon disks from which semicon- 
ductors are cut.) Buying the latest equip- 
ment will help Macronix produce faster 
chips — a factor that will be crucial to its 
future. A difference of a few nanoseconds 
(a billionth of a second) in the time it takes 
to access information in a semiconductor 
can determine whether it is competitive 
or not. 

The company hopes to raise most of 
the capital it needs in January, when it 
plans to be the first company to list on 
Taiwan's stock exchange in category C, a 
new sector created by the government for 
hi-tech industries. The category was es- 
tablished for companies that do not yet 
meet the profitability re- 
quirements to list as cate- 
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are charging ahead and 
producing more complex 
devices, as well as ex- 
perimenting with possi- 
ble applications. In Mac- 
ronix's case, design skills 
and strategic vision have 
placed it in one of the 
fastest-growing market 
niches — flash memory 
— and made it one of 
Taiwan's top semicon- 
ductor innovators. 

To stay near the top 
will be expensive. Mac- 
ronix needs to raise 
US$70 million for equip- 
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conductor industry. Most 
entered the business in 
the late 1980s, almost 
two decades after some 
of their American com- 
petitors. And the coun- 
try remains a net im- 
porter of semiconduc- 
tors, sourcing about 82% 
of its chips from overseas 
in 1993, analysts say. 
Nevertheless, the in- 
dustry is thriving due to 
a combination of govern- 
ment support for start- 
ups and generally boom- 
ing worldwide demand 
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for chips. Says Christopher Mumford, an 
analyst at Barclays de Zoete Wedd Secu- 
rities in Taipei: “Now the who's who of 
the computer industry is coming to Tai- 
wan." 

What's more, there is tremendous 
potential for growth. Although Taiwan's 
semiconductor industry has ex- 
panded, analysts say it still ac- 
counts for only 3% of the world 
market. America's Intel, one of the 
world's semiconductor leaders, 
alone enjoyed nearly US$8.8 billion 
in revenues in 1993, more than four 
times Taiwan's total semiconduc- 
tor sales. 

Taiwanese companies are still 
too small even to keep up with 
surging domestic demand for 
chips. Since 1989, the country's 
semiconductor market has more 
than doubled to an estimated US$5 
billion (see chart). Some analysts 
expect high growth to continue, 
possibly by 20% a year, for the near 
future. “There is plenty of room for 
each company to develop its own 
strategy," says Tom Yiu, vice-president of 
Macronix. 

That's partly why even a latecomer like 
Macronix, which started in 1989 with 
US$120 million in capital and a capacity 
of only 12,000 wafers a month, has been 
able to sell slews of non-volatile memory 
wafers around the world. Its customer list 
includes heavies such as America's AT&T 
and Motorola and Japan's Sony and 
Nintendo. 

The company's revenue rose to US$230 
million in 1994, nearly double the previ- 
ous year's figure. Net profit for the nine 
months to September 30 was US$27 mil- 
lion, up from US$18 million for all of 1993. 
Macronix's workforce, which was built 
around 40 United States-trained engineers 
who were lured back to Taiwan, now con- 
sists of 1,300 employees. Of those, 240 are 
in research and development. 

The company aims to boost its capa- 
city to 40,000 wafers a month by building 
a second semiconductor fabrication faci- 
lity, or "fab," in 1996. Macronix currently 
produces six-inch wafers but intends to 
make eight-inch ones at the new plant. 
By 2000, Macronix expects its revenues to 
reach US$1 billion. 

Still, the company is in sore need of 
funds to pull this off. In a bid to acquire 
the necessary resources, Macronix agreed 
earlier this year to produce $000 wafers а 
month for three years for Taiwan's larg- 
est semiconductor maker, Taiwan Semi- 
conductor Manufacturing Corp. (TSMC). 
The deal? Macronix gets to buy TSMC's 
equipment at a discount in three years. 

Although placing bets on new tech- 
nologies is a risky business, many ana- 
lysts believe Macronix is likely to do well 
because it produces both flash-memory 
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While some companies see the world in global 
terms, We prefer to view life from a more local 
perspective. 


-The reason? Komatsu believes that local thinking 
is the best way to start building a better world, and 
we put our thinking to work on a global basis. 


We rely on localization of management, research, 
development, and production to make the world's 
most powerful, productive construction and 
industrial machines. We promote free exchange 
of ideas and technology through our global 
network of independent local subsidiaries. 

We also stress strong cooperation with local 
partners, sharing opportunities for global growth. 


Think locally. Act globally. Komatsu takes this 
motto to heart as we strive to build better 
machines and better ways to build them. In 
communities around the world. 


Think locally. Act globally 


— 


Head Office:2-3-6 Akasaka, Minato-ku Tokyo 107, Japan Phone: (03) 5561-2617 Facsimile : (03) 3505-9662 
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chips and Eproms, or electronically pro- 
grammable read-only memory chips. But 
they expect Eproms will eventually be- 
come obsolete; unlike flash-memory chips, 
they cannot be erased. 

A decade after flash-memory chips first 
became available, their sales stood at 
about US$800 million in 1993. U.S. con- 
sulting company Dataquest estimates that 
could soar to US$3.5 billion by 1997. 

Eproms presently account for about 
40% of sales at Macronix. But Michael 
Hung, a senior analyst at Jardine Fleming 
Taiwan Securities, forecasts: "Three years 
from now, flash-memory will be the ma- 
jor earner for the company." 

Macronix jointly developed its flash- 
memory technology with Japanese steel 
maker NKK. The semiconductor firm now 
sells both one- and four-megabit flash- 
memories and it hopes to add a 16- 
megabit version to its line by early next 
year. 

Ray Wang, a design manager at 
Macronix, says the company's chip de- 
sign resembles aspects of the two major 
competing standards now on the market. 
One is produced by Intel, the other by 
Advanced Micro Devices, also an Ameri- 
can company. 

Macronix already is beginning to use 
its flash-memory technology in multi- 
functional chips for products such as the 
recorder that engineer Horng is working 
to produce. Once it gains enough experi- 
ence in designing and producing such 
integrated chips, Macronix hopes it will 
be well-positioned to supply them for 
multimedia products, says Yiu. 

Taiwanese companies cannot afford to 
stay at the same step on the slippery stairs 
of the hi-tech industry. Nor can they af- 
ford to sell their products using low-cost 
strategies. "When we reach a certain mass, 
we will face the same problems that 
everyone else does," Yiu says. " 


Ranking of semiconductor 
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Kanoui: guru of conspicuous consumption. 


Snobs 
Like Us 


Cartier sells European 
cachet in Asia 








By Gary Silverman in Hong Kong 


ipping Chinese tea in his hotel 
S suite, Joseph Kanoui reflects upon 

the spending habits of the world's 
wealthy. "Basically, the Anglo-Saxon 
people, the British and the Americans, 
don't like to spend money," he confides. 
Asia's newly rich, he implies, aren't shy 
to flaunt it when they've got it. 

Which is just as well for the man be- 
hind such swank status symbols as Cartier 
jewellery, Dunhill men's clothing and 
Montblanc pens. As chairman of the 
Vendome Luxury Group, the Swiss hold- 
ing company for these and other posh 
brands, Kanoui has a direct stake in con- 
spicuous consumption. 

Quintessentially European in their in- 
spiration, Vendome's goods are increas- 
ingly Asian in destination. Last year, more 
than a third of its US$1.9 billion in sales 
were in Asia, and that doesn't include 
purchases by Asians shopping abroad. 
(Europe provided two fifths of sales; the 
Americas one fifth.) Not surprisingly, 
Kanoui is eager to entice more of Asia's 
mobile wealth in his direction. 

That shouldn't be too difficult, he sug- 
gests, hinting that Vendome's appeal to 
Asian customers has as much to do with 
DNA as GNP. "The taste for beauty is 
genetic," he says, with 25 years' experi- 
ence of selling luxury goods behind him. 

“When you have grown up in the tra- 
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dition of art, always something remains," 
offers Kanoui — born in Algeria to French 
parents but now a Swiss citizen. "That's 
why Indians like gold, because they have 
somewhere in the back of their minds the 
recollection of the maharajah period, 
which was completely surrounded by 
gold, by stones, by beauty." 

And when genetic memory fails? 
Kanoui says Vendome's Asian customers 
are just like those in Europe: “The ulti- 
mate need is the need for recognition. 
Whether you have good taste or not, at 
least you are shrewd enough to under- 
stand that [buying luxury goods] is a way 
to show you have good taste." 

Banking on this cultural assessment, 
Kanoui is pushing Vendome deeper into 
Asia. Cartier first set up shop in Hong 
Kong in 1969; now 42 of its 153 boutiques 
are in Asia. Of those, 22 are in Japan. In 
the next year, Cartier plans to increase 
the number of its Chinese outlets to five, 
with new shops in Shenzhen, Beijing and 
Shanghai. Outlets are also planned in 
Kuala Lumpur and Jakarta. 

India remains off-limits because, how- 
ever much its citizens may appreciate 
beauty, the government has yet to lift 
restrictions on luxury-goods imports. But 
Kanoui is hopeful those barriers will be 
removed soon. In the early days of the 
century, Jacques Cartier reset stones for 
Indian royalty at his London workshops. 
Kanoui is aching to return. "We are ready 
to step in immediately," he says. "We 
have all the set-up ready: the partners, 
the people, the places. We have studied 
the market for years." 

Unlike most Western businessmen 
beating a path to Asia's door, Kanoui has 
no plans to remodel his products or his 
message for Asian tastes. He remains con- 
fident Asians will continue to measure 
their success with European symbols. He 
sees European goods as a gold standard 
of sorts in the world of taste. Design and 
production at Vendome will remain a 
European affair. 

Even in marketing, Vendome's Euro- 
pean approach is being repeated in Asia. 
Cartier and other Vendome brands do not 
usually use models in their advertise- 
ments, so finding Asian faces isn't a prob- 
lem. Ads will continue to be made in 
Paris, with Chinese narration dubbed in 
when necessary in Hong Kong. 

The only big change in Vendome's 
advertising involves television. In Asia, 
Kanoui is turning to StarTW, in particu- 
lar, to push his products. "In Europe, it is 
not chic to use TV, because TV is a mass 
approach," says Kanoui. But in Asia the 
medium sends a different message. 

“It shows you have the financial power 
to appear on TV and you have a strong 
company. People don't like to buy pro- 
ducts from fly-by-night companies, espe- 
cially [in] mainland China." a 
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When the leaders of nations and celebrities 
traveled to the East, NYK provided the 
services to help make history. Today, too, on 

a worldwide scale but in the same tradition, 
МҮК is making extraordinary advances їп 
shipping history with a fleet of some 400 ships 
including containerships, conventional vessels, 
tankers and specíalized bulk carriers. Now 
more than ever before, NYK services have 
expanded to meet the challenge of 

global economic interdependence. 


Borders between nations, between carriers, borders between products and 
between people and ideas are being dissolved. NYK's integration of global 
logistics and megacarrier capabilities opens fresh vistas on the borderless society. NIPPON YUSEN KAISHA 
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A New Deal 


Europe romances South Korea 





By Shada Islam in Brussels 
| t's been a slow courtship. In 1991 the 





European Union and South Korea 

patched up their differences over trade- 
mark and patent protection. Now EU 
officials say Seoul has opened its domes- 
tic markets wide enough to win top hon- 
ours: a new bilateral trade and coopera- 
tion agreement. 

EU sources told the REVIEW that the 
trade accord — to be negotiated in Janu- 
ary — will provide for technology trans- 
fers to South Korea in areas such as pol- 
lution control and energy conservation. 
The agreement will lead to increased high- 
level consultations and the creation of 
more European-Korean joint ventures. 

That's good news for South Korea. 
"Generally speaking, the Europeans have 
better technology" in these areas, says a 
deputy director at Seoul's Ministry of 
Trade, Industry and Energy. 

What's more, the accord will not only 
lend Seoul prestige, but it will "stabilise" 
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Must Sell 


By Emily Thornton in Hong Kong 


ny businessman who can read a 
A knows that China is 

potentially the world's largest mar- 
ket for almost anything. Nowadays, even 
vacuum cleaners. 

Sweden's Electrolux, one of the world's 
household-appliance giants, will soon 
open a joint venture in Tianjin, where it 
plans to churn out 200,000 vacuum clean- 
ers annually beginning in 1995. That 
would give it 20% of China's swelling 
market. 

And that's just the beginning. The 
US$13 billion conglomerate, which already 
produces an annual 1 million refrigera- 
tor-cooling units in Tianjin, wants to dou- 
ble its present US$100 million annual sales 
in China in the next five years. To do so, 
Electrolux hopes to set up joint ventures 
making washing machines, refrigerators 
and water purification-systems as well. 

"There is no other market that could 
potentially offer us the same returns as 
China," says Chief Executive Leif Johans- 
son. “In the long term, China could be 
bigger than the North American market. 
That is bound to make any Electrolux 
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its trade relations with the 12-member 
bloc, says a South Korean official in Brus- 
sels. That is important because the EU is 
South Korea's third largest trading part- 
ner after the United States and Japan. Last 
year, the country exported US$9.41 bil- 
lion to the EU, 11.45% of its exports, while 
imports totalled US$10.17 billion. 

For its part, the EU says it is pleased 
by South Korea's latest efforts to remove 
trade barriers. Seoul has progressively 
pared tariffs on a range of products as 
part of the Uruguay Round of trade nego- 
tiations. Then in mid-June, Seoul an- 
nounced it would liberalise its car mar- 
ket. The reforms include tariff reductions 
to 8% from 10% on all motor-vehicle im- 
ports starting January 1, as well as the 
elimination of a 15% acquisition tax on 
luxury cars costing more than Won 70 
million (US$87,598). Concludes Simon 
Nuttall, director for East Asian Affairs at 
the EU: "Market opening is central to the 
continued evolution of the South Korean 
economy." п 
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Electrolux is ready to clean ир. 


executive smile." 

Others too. Consulting firm DRI/ 
McGraw Hill projects China will be the 
fastest-growing consumer market in the 
world for the next decade. By 2003, it says, 
Chinese consumer spending will total 
US$743 billion, triple last year's. 

And if vacuum cleaners seem odd, con- 
sider Vigoro Industries: The Chicago- 
based fertiliser company is following its 
golf-course developer clientele to Guang- 
dong province. a 
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МО UPWARD PRESSURE FROM THE SHORT END - 


The rise in fixed-rate yields has caused a striking change in 
the pattern of domestic monetary capital formation. Non- 
banks have stepped up their bond purchases and are 
running down their time deposits. 

With only a below-average rise in total savings, there was a striking 
change in the pattern of these savings in the past few vears. The trend 
reversal came during the period of high interest rates in the early 
1990s, which caused long-term 
monetary capital formation by 
households, for example through the | 
purchase of bank bonds and public | !59 
bonds, to come almost to a standstill. | 
The rise in the fixed-rate yield since 

the start of the year caused yet | 100 
another trend reversal in monetary 
capital formation: The volume of 
bank bonds outstanding in the first 
half of the year rose by almost 80 per 
cent from the corresponding уеаг- 
earlier period. All in all, monetary 
capital formation in the first half of | ° 
the year increased by more than 
three-fifths to DM 65.7 billion. When 
short-term rates declined, the 
appeal of time deposits faded. Non- 
banks, which had paid DM 24.7 
billion into their time deposits in 
January, increasingly lost interest in 
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Interest payments to foreign countries in 1994 will probably exceed interest 
receipts for the first time since 1982. Interest payments in the first half of the 
year were up 38 per cent from the corresponding period of the previous year; 
interest income rose by a scant 11 per cent during this period. It is to be 
expected, therefore, that the capital-income account will show a deficit of DM 
10-15 billion for 1994: In 1993, it was still in surplus (by almost DM 15 
billion); the 1991 surplus was even bigger (DM 32.1 billion). The aggregate 


have an impact on the bond market. As already observed in previous 
interest-rate cycles, two investor groups stand out in a period of low 
interest rates: domestic institutions (investment funds, insurance 
companies, banks), which buy mainly bank bonds, and foreigners, 
who focus on public bonds. Foreign investors contribute an element 
of uncertainty, because their appetite for D-mark bonds depends on 
exchange rates and interest-rate expectations. This was brought 
home when US rates zoomed this 
year-the vield on the benchmark 30- 
year US Treasury bond has risen from 
6.35 per cent at the beginning of the 
year to 7.75 per cent, and the average 
public bond yield has climed from 
5.41 per cent to 7 7, per cent. 
Between January and July 1994, 
foreigners sold DM 20.6 billion net 
of German bonds, an amount equal 
to just under one-tenth of 1993's - 
total purchases. While a large 
proportion of the securities bought 
by foreign investors in 1992 and 
1993 (DM 356 billion) can be 
assumed to be in strong hands (for 
example, those of foreign monetary 
authorities) and will be kept until 
maturity, Ше ирей — in 
international interest rates has 
probably made foreigners more 





















the ensuing months; in June 1994, 
there was a net outflow of almost DM 
17 billion from these accounts. The 
Switch out of time deposits has also 
affected the growth rate of M3. This 
growth rate, as high as 21.2% in 







surplus between 1984 and 1993 came to no less than DM 167 million. The inclined to sell than to buy. 
trend reversal which has occurred in the capital-income account in the : 
meantime is a consequence of foreign investors’ massive buying of D-mark- 

e GL UAE A re-run of 1987? 


denominated fixed-interest securities. In 1993, interest payments on D-mark 
bonds on the one hand and interest receipts from holdings of foreign fixed- 
rate securities by German investors on the other resulted in a negative balance 
of no less than DM 17.3 billion. The interest balance in 1990, by comparison, 


However, the uptick in yields until 
the end of September does not mean 
that the 8 per cent coupon is just 








January, has fallen below 10 % in the | was 4 positive DM 8.2 billion. 
meantime, and it is likely to move 
even closer to the upper end of the Bundesbank's target (4-6 per cent 
between the fourth quarter of1993 and the fourth quarter of 1994). 
Acomparison of monetary capital formation (at credit institutions) at 
a time when interest rates peaked (1990/91) and a time when they 
troughed (1993) reveals two distinct trends: 

1. In a period of high interest rates, banks and savings banks аге 
swamped with long-term funds; as long as rates are up, short-term 
investments play only a minor role in monetary capital formation. 

2. Ina period of low interest rates, the opposite is true: When rates are 
low, saverseend to „park“ their funds in short-term assets. When 
rates go up, they switch into longer-term investments. 

While investors prefer liquid investments when interést rates are low 
and switch to longer-term investments when they move up, 
borrowers tend to raise short- and medium-term loans when interest 
rates are high and long-term loans when they are low. 

The distortions in monetary capital formation thus caused inevitably 










around the corner In previous 
cycles, vields had also risen from 
their lows to levels above seven per cent (for ten-year maturities), but 
the rise was then followed by a period of falling rates, during which it 
was partly retraced. For example, the vield on ten-year public bonds 
was 5.89 at the time of the 1987 low in May. In the middle of October 
it stood at 7.37 per cent, but little over a month later it was down to 
6.46 per cent again. 

Although the 1987 experience will not necessarily be repeated this 
year, bond-market yields have risen so rapidly that they can be 
assumed to have exhausted their upside potential. The Bundesbank 
has also made it clear that it regards the latest run-up as exaggerated. 
The likelihood of an early correction or consolidation has therefore 
increased. 
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Call It Luck 


Early recovery in petrochemicals buoys South Korea 





By Terrence Kiernan in Seoul 


ntil a few months ago, Peter Kim 
U never thought analysing South Ko- 

rean petrochemical firms would 
bring him much attention. After all, when 
he began examining the sector early this 
year for Daewoo Securities, petrochemi- 
cals were in a lull and seemed unlikely to 
come back until late this year — and then 
only slowly. 

Surprise: Kim's phone is suddenly 
ringing off the hook with calls from in- 
vestors eager to stay abreast of the mar- 
ket. Strong petrochemical demand in the 
United States, along with tighter world 
supply caused by a series of plant shut- 
downs, has boosted prices and pulled 
South Korea's petrochemical makers out 
of a four-year slump. What's more, the 
industry stands to benefit from stable raw- 
material prices, the rising yen and the in- 
creased trade that should flow from the 
Uruguay Round of global trade talks, con- 
cluded last year. 

“Мо one expected the industry to turn 
around this fast,” says Kim. "Our clients 
are busy trying to keep up on the latest 
good news about Korean petrochemical 
companies." The good news is that share 
prices have taken off in the last six 
months. Honam Petrochemical has posted 
the most spectacular gain; its shares were 
trading at Won 24,500 (US$30.70) on Oc- 
tober 17, a 140% increase since March. 
Hanyang Chemical was up 39% to Won 
21,000 a share over the same period. 

The industry's export outlook has be- 
come so promising that the Ministry of 
Trade, Industry and Energy (Motie) plans 
to ease a prohibition on capacity expan- 
sion. Enacted in March 1992, the ban was 
meant to stem the frenzy of expansions 
that followed a loosening of controls in 
1990 and left petrochemical firms awash 
in oversupply. From 1990-92, the industry 
spent US$8.6 billion on capacity expansion. 

Motie officials also say they'll let local 
companies increase output of styrene 
monomer, an intermediate petrochemical 
whose world price has surged this year. 
They say the additional output will be ex- 
ported for now, and that domestic de- 
mand should absorb production by 1997. 

Samsung General Chemicals plans to 
set up a 200,000-tonne styrene-monomer 
plant jointly with Chimay, a large Taiwan- 
ese petrochemical firm that has offered to 
buy all of the plant's output. "Although 
we originally rejected Samsung's plan in 
April, we are now reconsidering it because 
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the export environment has improved so 
much," says Kim Jae Hyun, director of 
Motie's basic-chemicals division. Other 
companies will also be eligible for exemp- 
tion from the ban, but Motie has not ex- 
empted products aside from styrene 
monomer. 

Analysts had expected the petrochemi- 
cal industry to begin slowly rounding the 
upward leg of its business cycle later this 
year after bottoming out in the fourth 
quarter of 1993. But prices improved sud- 
denly in the second quarter, when indus- 
trial accidents shut several major plants 
around the world, among them the large 
naphtha-cracking centres owned by Exxon 
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and Royal Dutch/Shell in the United 
States and Enichem in Italy. 

In addition, Japan’s Mitsubishi Petro- 
chemical scaled back operations this sum- 
mer when a severe drought caused a 
shortage of industrial-use water. Routine 
maintenance shutdowns in China, South 
Korea and Japan, concentrated in April 
and May, put even more upward pres- 
sure on prices. 

During the first half, export prices for 
synthetic resins rose an average of 40-50%. 
Among petrochemical feedstocks, ethyl- 
ene prices increased 76%, propylene prices 
20%, and styrene monomer prices 42% in 
the first half. Combined sales of South 
Korea's seven leading petrochemical firms 
increased 16.4% during the first half; op- 
erating profits surged 53.7%. Daewoo's 
Kim expects export prices for synthetic 
resins to rise 22.8% on average this year. 

Although the impact of the plant shut- 
downs will recede in the next few months, 
rising U.S. demand should buoy prices 
through the next several years, says J. C. 
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Kim, an analyst with Barclays de Zoete 
Wedd Securities in Seoul. That demand 
has U.S. firms cutting back exports to 
Southeast Asia, South Korea’s major mar- 
ket. Likewise with European firms, which 
are diverting shipments from Southeast 
Asia to the U.S., where lower transport 
costs offer fatter margins. Meanwhile, the 
strong yen has rendered Japanese firms 
uncompetitive, leaving South Korea the 
major player in Southeast Asia, a market 
with vast potential. 

Industry officials also expect great 
things from China, which already ac- 
counts for about 60% of South Korea’s 
petrochemical exports. “We are trying to 
diversify our products in order to gain a 
larger market share there,” says J. K. 
Chung, department manager at Daelim 
Industrial’s petrochemical division. 

Lucky Ltd., the petrochemical arm of 
the Lucky Goldstar Group, announced on 
October 6 that it will invest more than 
US$50 million to establish a joint venture 
in China with U.S. and Chi- 
nese companies. The venture 
will build a plant capable of 
producing an annual 100,000 
tonnes of polyvinyl chloride. 
Lucky’s Chinese partner, the 
Bohai Group’s Dagu, will 
hold 24% of the US$100 mil- 
lion venture; Lucky and U.S. 
partner Occidental Chemical 
will hold the rest. 

To be sure, developing 
nations such as China, Thai- 
land and Indonesia have 
growing petrochemical capa- 
bilities of their own, but ana- 
lysts doubt they will chal- 
lenge South Korea any time 
soon. They believe capacity 
expansion in China will take 
a back seat to infrastructure projects, and 
say it'll be at least another five years be- 
fore Southeast Asia can meet its own de- 
mand for essential petrochemicals like eth- 
ylene. 

Some South Korean petrochemical 
makers will benefit more than others from 
the current market, analysts say. Price 
advantages will be strongest for the more 
integrated petrochemical companies such 
as Lucky and Hanyang Chemical. It is 
these that can break naphtha into ethyl- 
ene, which in turn can spawn a whole 
range of petrochemicals, from synthetic 
resins and fibres to synthetic rubbers. 

Even the debt incurred te finance the 
massive 1990 capacity expansion seems 
justified now that the market has turned 
around. Now, local companies are already 
thinking about their next round of expan- 
sion, and policymakers who discouraged 
such thinking only a few months ago have 
bent the rules to boost styrene-monomer 
production. If things continue to go well, 
other petrochemicals could be next. жш 
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` While we orbit the earth, 
our service revolves around you. 


Everyday, we take nearly 200,000 travellers under our wing. With a standard of service 
you can only expect from a truly global airline. It's this dedication to your eomfort 
that makes world travel easier. United. Come fly the airline 

that's uniting the world. Come fly the friendly skies. | 


ПОМЕР AIRLINES 








How long will 





BANGLADESH [ram Motor Co Ltd, 77 Kakrail, Ramna, Dhaka 1000 Tel: (2) 402 464 * BRUNEI Jati Transport Sdn Bhd, Lots 14, 15 & 16 Beribi Industrial Estate Phase 2, Gadong, Bandar Seri Begawan, Brunei Darussalz 
Tel: (2) 441 763 * CAMBODIA Hung Hiep (Cambodia) Co Ltd, Rue 51, No 159, Phnom Penh Tel: (23) 23 527 * HONG KONG Zung Fu Co Ltd, Bonaventure House, 91 Leighton Road Tel: 895 7338 * INDONES 
PT German Motor Manufacturing Wanaherang, Gunung Putri - Bogor 16964, PO Box 3769, Jakarta 10002 Tel: (021) 840 3820 * JAPAN Mercedes-Benz Japan Co Ltd, SV Bldg, 3-11-15 Toranomon, Minato-| 
Tokyo 105 Tel: (3) 3578 3270 * KOREA Han Sung Motor Co Ltd, Han Sung Bldg, 112-1 Banpo-dong, Seocho-Ku, Seoul 137-044 Tel: (2) 532 3421 * MALAYSIA Cycle & Carriage Bintang Bhd, Lot 11, Jalan 2 


Mercedes-Benz. Member of the Daimler-Benz Group. 


> Forever, we hope. 

And while it may not be 
quite as final as ‘till death do us part’, 
we do aim to make the relationship 
between our cars and their drivers 
last a lifetime. Or longer. 

> That's why we test every 
component in every car mercilessly, 
for millions of kilometres, before 
allowing production to begin. 

And why up to ten body 
shells are randomly taken off the 
production line in every eight hour 
shift to be scrutinised by lasers for 
hairline fractures. 

> We even send our cars to the 
ends of the earth for you. 

Like America's Death Valley, 
Iceland and Kenya, to be tortured in 
extreme weather, temperature and 
other tolerance tests. 

Just to be doubly certain they 
can withstand normal road conditions. 

> A Mercedes-Benz made today 
will keep going on and on and on. 

(Which is a lot more than we 
can say about the average marriage 
by modern standards.) 

After which, you might just 
see it rattling on still: as a recycled 
can fastened to the rear bumper of 


yet another Mercedes-Benz. 
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Engineered to move the human spirit. 
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POLICIES 


Night Into Day? 


U.S. firms are bullish about the Philippines 





By Nigel Holloway in Washington 


n improvement in the Philippines’ 
A fortunes has caught the eye of the 

international investment commu- 
nity. Nobody seems more pleasantly sur- 
prised than the country's finance secre- 
tary, Roberto de Ocampo, fresh into 
Washington from the annual meetings of 
the World Bank and IMF in Madrid in 
early October. 

“At the annual meeting last year, it was 
very difficult getting people to meet you, 
and the few that would did so conde- 
scendingly," Ocampo remembers. “What 
I experienced this time was the difference 
between night and day. At Madrid, it was 
difficult to juggle my schedule. Everybody 
wanted to talk about the Philippines." 

How has this sea-change in attitudes 
come about? Some United States analysts 
say that Fidel Ramos' election as presi- 
dent in May 1992 was the turning point, 
with his government adopting a much 
more businesslike attitude to the economy 
than his predecessor, Corazon Aquino. 
Since then, a combination of economic re- 
forms, political stability and faster eco- 
nomic growth — not to mention more 
electricity — has transformed the invest- 
ment climate in the Philippines, say 
American businessmen. 

At a seminar in Washington on Philip- 
pine infrastructure projects, Ocampo 
spoke glowingly of the recent pick-up in 
economic growth — 5.4% year-on-year in 
the second quarter of this year. He fore- 
casts 5% for the whole of 1994, against 
3% last year. Even his forecast of more 
than 10% annual economic growth by 
1998 no longer seems quite so far-fetched. 

But such rosy forecasts will depend on 
foreign capital. On this score, the early 
signs are good. Approvals of foreign di- 
rect investment in the Philippines soared 
482% to P40.88 billion (US$1.4 billion) in 
the first nine months of this year, from 
P7.03 billion a year earlier, according to 
the Board of Investments. 

As far as the U.S. is concerned, there is 
precious little sign of any surge in acti- 
vity, judging hy the numbers. The Depart- 
ment of Commerce in Washington says 
that American multinationals invested a 
net US$93 million in their Philippine af- 
filiates in the first six months of 1994, com- 
pared with US$137 million for all of 1993. 

But these figures do little justice to the 
breadth and depth of interest among 
American investors, analysts say. Federal 
Express, for example, is preparing to use 
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the former U.S. base at Subic Bay as a 
transfer-shipment point that could become 
a hub equal in importance to its opera- 
tions in Taiwan and Japan. Meanwhile, 
Occidental Petroleum and Royal Dutch/ 
Shell are planning to develop a huge gas 
field north of Palawan island. 

Take Cypress Semiconductor of Cali- 
fornia. The firm's director of procurement, 
Michael Payan, first visited the Philippines 
in July and now is poised to announce 
the construction of a factory to design, 
assemble and test integrated circuits at 
one of the industrial parks south of Ma- 
nila. Eventually, he says, the firm plans 
to spend "hundreds of millions of dol- 
lars" building a wafer-fabrication plant as 
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well. It would represent Cypress’s first 
investment outside the U.S. 

“We'd heard that firms like Intel, Mo- 
torola and Texas Instruments were ex- 
panding in the Philippines," says Payan. 
"If all was gloom and doom for years, 
why were they investing? We decided to 
find out for ourselves." 

What particularly impressed Payan 
was the fact that of the 800,000 Filipinos 
entering the workforce each year, 250,000 
are college-educated English speakers. 
Cypress considered Malaysia and Indo- 
nesia as well, but neither compared with 
the Philippines, Payan says. "The Philip- 
pines is not as cheap as Indonesia, China 
or Vietnam, but the workers are better 
educated," adds John Forbes, a business 
consultant who divides his time between 
Manila and Washington. 

Some analysts say the biggest psycho- 
logical fillip has been the end of brown- 
outs in Manila since April, thanks to the 
rapid installation of several small power 
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stations on the island of Luzon. 

The involvement of a number of inde- 
pendent U.S. power companies, such as 
Enron of Texas and California Energy in 
these projects was itself a propitious sign, 
says Stuart Steingold, a partner at Perkins 
Coie, a law firm in Washington specialis- 
ing in project finance. The Philippines has 
signed agreemenés on more than 30 pri- 
vate-sector power projects since the early 
1990s, more than the rest of the develop- 
ing world put together, according to the 
Manila government. 

To press home its advantage, the coun- 
try's build-operate-transfer (BOT) law, un- 
der which most of these projects were set 
up, was amended in September, liberalis- 
ing government auditing and bidding re- 
quirements. How does the Philippines 
compare with, say, India, which also has 
a Western-style legal system and is keen 
to attract foreign investors to its power 
projects? "The difference is a question of 
track record," Steingold says. "The Philip- 
pines is more developed." 

Still, Steingold warns that the Philip- 
pines may be reaching "saturation point” 
when it comes to the new power projects 
that are still under negotiation. And this 
could eventually lead to downward pres- 
sure on the rates of return for power sup- 
pliers, he says. 

Such concerns seem to be one reason 
why Ramos is pushing to apply the BOT 
principle to other forms of infrastructure. 
In July, he launched a "Flagship Pro- 
gramme" comprising 32 ventures to re- 
build industrial infrastructure. Ramos also 
sent a mission to the U.S. in October to 
tout more than US$5 billion of projects to 
upgrade the country's roads, ports, 
telecoms facilities and power supplies. 
During presentations in Washington, of- 
ficials pushed projects in areas such as 
northern Luzon, Leyte and Mindanao. 

Now, the Philippines has proposed the 
establishment of a private-sector infra- 
structure fund that would provide long- 
term debt finance to complement the 
many equity funds that are available for 
infrastructure projects. "This idea is still 
at an early stage of discussion," says 
Harinder Kohli, senior adviser to the 
World Bank's vice-president for East Asia. 
No figure has been mentioned and it is 
not known what institutions would stump 
up the cash, but the aim would be to pro- 
vide some "comfort money" around 
which to attract foreign investors in in- 
frastructure projects. 

In the old days, the government would 
have been grateful for whatever foreign 
investment it could get. And things could 
still unravel, even now, analysts say. The 
peso is uncomfortably strong for export- 
ers and the power-supply situation is still 
delicate. But for once boosters of the 
Philippines seem to deserve more than 
just a second hearing. п 
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Start Small, Think Big 


Thai newspaper publishers unveil regional ambitions 


By! Michael Vatikiotis in Bangkok 


F. ucked away in a small room sits 
the electronic heartbeat of what will 
soon be Thailand's newest daily 
newspaper. "That's all it takes to run our 
operation," says Chatchai Yenbamroong, 
the managing director of Business Day, 
pointing to a small desktop computer. 
Other aspects of the plan to launch an 
English-language business paper initially 
for the Thai market are equally modest: 
US$2 million in paid-up capital; an edito- 
rial staff of 40; leased computer hardware; 
printing by a local textbook-printing com- 
pany. ^We're very lean,” notes Chatchai. 
But that doesn't mean unambitious. He 
hopes to distribute the paper regionally 
within three years. That has meant find- 
ing a regional partner. Business Day is 
principally owned by Chatchai's Thai Pre- 
mier Publishing group (TPP), which holds 
a controlling 51% stake in the company. 
Singapore's media flagship Singapore 
Press Holdings (sPH) has 35%. Other 
shareholders include Thailand's Crown 
Property Bureau with 11% (through 
United Cinema Holdings) 
and former Deputy Prime 
Minister Meechai Viravaidya 
with 3%. Meechai also is 
chairman of the board. 





Chatchai: three-year strategy. 


exchange news-gathering resources. SPH 
is represented by two members of the 
board. More importantly, though, sPH will 
help distribute Business Day in Singapore 
and Malaysia. 

Another Thai media figure, Sondhi 
Limthongkul, owner of the Manager 
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group, also plans to print an English- 
language business daily in Hong Kong. 
The as-yet unnamed paper will be run by 
newly formed Asia Network Publication, 
established in Thailand with paid-up capi- 
tal of Baht 100 million (US$4 million). Like 
ТРР, Asia Network will look for a strate- 
gic partner in the region. 

Luring players into the regional mar- 
ket, where their main competition would 
be The Asian Wall Street Journal, is an en- 
couraging growth in advertising spend- 
ing. (The Journal is owned by Dow Jones, 
which also owns the REVIEW.) The paper 
earned US$12.7 million in ad revenue in 
the first half of 1994, up 37% from a year 
earlier, according to the LNA/Rome Re- 
port, which tracks ad spending. 

Initially, the outlook in Thailand’s 
market is a more important gauge for the 
new Bangkok daily. Growth in newspaper 
ad spending there has been accelerating: 
19.3% in 1992 and 37.2% in 1993, to 
US$298 million, making MANEDROEIS Thai- 
land's fastest-growing medium last year, 
according to Asian Advertising and Mar- 
keting magazine. 

Chatchai estimates a potential market 
in Thailand of roughly 140,000 house- 
holds, based on the total number of sub- 
scribers to English-language cable TV. The 
current English-language print market is 
shared almost equally by the Bangkok Post 
and the Nation, both of which have beefed 
up their regional business coverage. ж 


ct. “It’s a cultural clash and 
a question of control,” says a 
former Express editor. “They 


There is some political as 
well as commercial backing 
for a move into the regional 
market, which so far is domi- 
nated by Western-owned 
publications. Political leaders 
in Singapore and Malaysia 
are encouraging domestic 
media companies to spread 
their wings in the interests of 
fostering Asian values. 

SPH has already tried, ini- 
tially reshaping the Singa- 
pore-based Business Times 
into a regional title by ex- 
panding its staff and cover- 
age. However, SPH Chief Op- 
erating Officer Denis Tay is 
the first to admit that this has 
been a modest effort. Re- 
gional circulation is small — 
about 2,000 compared with a 
home-base market of 20,000. 
“The costs of distribution are 
high, and the paper arrives a 
day late,” notes Tay. 

‘Under the deal with the 
Thai publisher, sPH will pro- 
vide technical back-up and 
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"Don't put up a cross behind 
me yet," Oriental Press Hold- 
ings Chairman Ma Ching- 
kwan told Eastern Express 
staff on October 18 after the 
acting chief editor and two 
senior editors quit in protest 
over the sacking of a col- 
league at the fledgling Eng- 
lish-language daily. 

Despite Ma's apparent 
commitment to keep the 
eight-month-old Hong Kong 
broadsheet afloat, uncer- 
tainty pervades the Express' 
newsroom after the second 
wave of editorial upheaval in 
a month. In September, Ori- 
ental Press dismissed found- 
ing chief editor Steve Vines, 
prompting the business edi- 
tor and his deputy to quit. 

The continuing woes are a 
warning to English-language 
start-ups in Thailand and 
Malaysia that cracking a 
crowded market can be 


harder than expected. The 
Express has failed to dent the 
circulations of its two rivals, 
and the market-leading South 
China Morning Post has even 
raised its price. 

The Express, meanwhile, 
has cut its print run in half 
to about 30,000, media ana- 
lysts say. It recently scrapped 
some special sections and 
also considered shutting 
down the weekend maga- 
zine, one of the issues that 
caused friction, say editors 
who just resigned. Editors 
and management had also 
clashed over the handling of 
China coverage. 

But the greatest hurdle, 
both sides suggest, has been 
a clash of management styles 
between a mass-circulation 
Chinese-language publishing 
group and a largely expatri- 
ate editorial team trying to 
fashion a higher-end prod- 
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increasingly didn't trust us." 

Oriental Press maintains 
that trust was breached 
through alleged overspend- 
ing that led to Vines' dis- 
missal and a personnel tus- 
sle that provided the excuse 
for the latest sacking — of 
production editor Ewen 
Campbell. 

The acrimony is embar- 
rassing for the highly profit- 
able Oriental Press, which 
last month was elevated to 
the Hang Seng Index of 
blue-chip stocks. It also con- 
trasts with the camaraderie 
of the paper's early days. In 
one celebrated event, chair- 
man Ma gave,HK$5,000 
(US$640) bonuses to the en- 
tire Express staff. He then al- 
lowed Campbell to swap the 
bonus for a car. Campbell 
has since lost his job, but it 
appears he can keep the car. 

ш Jonathan Karp 
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"| lost my wallet somewhere in London. 
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Yes, Diners Club provides emergency charging privileges. So if your card gets 
pickpocketed in Milan, or somehow lost between New Guinea and New Delhi, 
you can continue to charge your emergency needs until your new card arrives. 
e And in most cases, we'll replace it in 24 hours. Diners Club says "yes" іп more than 
175 countries around the world. So dont take chances. Take Diners Club. 
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CHINA 

Car Outlook Dims 

China's car industry will fall 
short of government 
production targets of 333,000 
sedans this year, according to 
the official China Automobile 
Industry News. Car production 
rose 4.8% in the first nine 
months. But that is short of 
the production target by 
nearly 50%, the paper said. 
Many car makers have halted 
production to cut inventory, 
the paper added. 





INDIA 
Banking Rules Eased 


To infuse competition into the 
banking industry, the Reserve 
Bank of India announced it 
would no longer set minimum 
lending rates for loans by 
commercial banks. The move 
will likely lead Indian banks 
to cut their prime lending 
rates from the current 15-16% 
by at least a point. The central 
bank also lowered the 
proportion of deposits banks 
have to keep in government 
bonds by 2.25 percentage 
points to 31%, freeing an 
estimated Rs 28 billion 


(US$891 million) for lending. 


UNITED STATES 


Green Funds 


The World Bank lent US$2.4 
billion for environmental 
projects in developing 
countries during the year to 
June 30. Of that, US$995 
million went to Asia to 
support projects in China, 
Indonesia, Laos, India, South 
Korea and Pakistan. 


Nikko to Clase Unit 


The New York unit of Japan’s 
Nikko Securities said it will 
close its mortgaged-backed 
securities business. The 
business lost money during 
the first half of this year and 
senior managers doubted 
whether it would rebound. 
Nomura Securities and Daiwa 
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China’s car makers are unlikely to meet production targets in 1994. 


also have withdrawn from the 
volatile U.S. mortgage market. 
Many other investment banks 
have also suffered in the U.S. 
market this year. 


PHILIPPINES 
Clark Contract 


Italian Thai Development 
signed a memorandum of 
understanding to undertake a 
US$3 billion project to turn 
the former Clark Air Force 
Base into an international 
civil-aviation complex. Italian 
Thai says the official contract 
should be signed in three 
months after a feasibility 
study is completed. 





HONG KONG 
Giordano Shares Sold 


Beijing-backed China 
Resources has unloaded the 
bulk of its stock in retailer 
Giordano Holdings, founded 
by Jimmy Lai. Lai recently 
angered Beijing by calling 
Chinese Premier Li Peng 
names in an editorial in his 
Next magazine. The cut in 
Chinese Resources' stake in 
Giordano to 0.35% from 10% 
was widely seen as a rebuff 
to Lai. But sources close to 
the transaction said China 
Resources was also selling 
other passive investments to 
raise cash. 


TVB Wins Satellite Nod 


Television Broadcasts (TVB), 
Hong Kong's leading local 
broadcaster, won government 
approval to set up a regional 
satellite-television service, 
paving the way for it to 
receive its own satellite 
uplink licence like that held 
by pioneer pan-Asian 
broadcaster StarTV. The 
change in TVB's mandate is 
mostly administrative. TVB 
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Hong Kong, June 1994 
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already operates satellite-TV 
channels targeting Taiwan. 





INDONESIA 
Pertamina to Supply LNG 


State-run Pertamina oil 
company signed two 
contracts for future sales of 
liquefied natural gas (LNG) to 
a consortium of Japanese 
power, gas and steel 
companies. The contracts 
guarantee the supply of 8.4 
million tonnes of LNG from 
January 2000 to March 2009 
and an additional 3.6 million 
tonnes from 2003-08. The 
price will be at 100% parity to 
market rates of Indonesian 
crude, compared with 92% 
under current contracts 
signed in 1973. 


JAPAN 
Insider-Trading Charge 


The Securities and Exchange 
Surveillance Commission 
asked the Osaka prosecutor's 
office to file insider-trading 
charges against 32 
shareholders in 
pharmaceutical company 
Nippon Shoji Kaisha. They 
are accused of selling 
company shares before it 
became publicly known that 
the firm's drug treatment for 
shingles could cause death 
when taken with an anti- 
cancer drug. 





THAILAND 
Inflation Controls 


The central bank tightened 
foreign exchange-holding 
regulations for commercial 
banks. Under the new rules 
to take effect on November 4, 
bank net foreign assets may 
not exceed 20% of equity. The 
current limit is 25%. Net 
liabilities must not exceed 
1596 of equity, down from 
20%. The move is designed to 
help curb inflation; consumer 
prices rose 5.3% year-on-year 
in September. 
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в в в Seoul soars to an all-time high а == Hong Kong advances в в в Taipei surges 
10.3% = а = Manila rises on interest in property stocks в в в Tokyo, Bangkok and 
Singapore remain firm in week ended on October 18 === 
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BUSINESS. 








` SINGAPORE 


Take Your Pick 


hina North Industries Investment, 

which on October 18 became the first 
China-oriented direct-investment fund to 
list in Singapore, brings together an inter- 
esting group of individuals. Its chairman, 
Wang De Chen, is an official with China 
North Industries Group, or Norinco, a 
mainland arms maker that claims total 
fixed assets of Rmb 60 billion (US$6.9 bil- 
lion) and is busy transforming itself into 
a conglomerate. Its deputy chairman, 
meanwhile, is Simon Murray, currently 
group chief executive of Deutsche Bank's 
Asia/Pacific operations. 

The fund, which has raised US$185 
million, plans to put the money to work 
in 18 companies from Norinco’s vast port- 
folio. The selections make automotive 





components, optical instrumentation, con- 


struction equipment and glass. 

One advantage of investing in a 
Norinco fund is that its directors have no 
problem deploying the cash they raise. (By 
contrast, deal flow for funds without the 
mainland connections of a company such 
as Norinco can be difficult.) Nevertheless, 
any fund so closely associated with main- 
land interests raises a host of other con- 
cerns, foremost among them that it will 
pick the worst rather than the best com- 
‘panies around. 

HG Asia, global coordinator and finan- 
cial adviser for the fund (which is also 
being listed in Dublin), dismisses these 
worries. Regis Dale, sales executive at the 
brokerage’s Hong Kong office, says 17 of 

the 18 targeted companies are already 
‘profitable. The exception is a planned in- 
vestment in heavy-duty Mercedes trucks, 
a start-up operation that expects to make 
money next year. 

Moreover, Norinco plans to keep a 
controlling interest in all the companies 
the fund invests in, Dale notes, a vote of 
confidence in the firms. "These are good 
companies," he insists. "Why should 
Norinco give up control?" (By contrast, 
most direct-investment funds insist on a 
controlling stake for themselves, so that 
outsiders aren't rendered merely passive 
investors.) 

Another concern is the Chinese pro- 
pensity for exaggerating asset values. HG 
Asia says it has already considered that 
problem: After its analysts came up with 
a shortlist of 30 candidates to be included 
in the fund, it sent in teams from Arthur 
Andersen to look at the books and make 
sure investors aren't being overcharged. 
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The listing marks a step forward in 
Singapore's plans to expand its stock- 
market at a time when its capitalisation is 
shrinking relative to other Asian bourses. 
The fund's listing is “one more sign of 
Singapore's apparent receptivity to pro- 
vide secondary listings for Hong Kong 
and China shares on a well-supervised 
exchange, which has double-taxation and 
investor-protection treaties with China," 
says the director of a Hong Kong-based 
investment-management company. And 
because the China North fund is closed- 
end, with a life of five to seven years, its 
sponsors hope eventually to cash out by 
listing 18 new companies in Singapore. 

ш Henny Sender 


BOMBAY 


Ringing Off 

о, those weren't crowds of foreign 

brokers and merchant bankers burn- 
ing the trains in Bombay. Just angry com- 
muters. The investment community's frus- 
tration with the Videsh Sanchar Nigam 
Ltd. (VSNL) Euro-issue has passed that 
stage. “Don’t talk to us about VSNL, we 
don't want the issue any more," says a 
London-based fund manager. 

The overseas telecoms monopoly has 
become a byword for anti-climax. Its first 
approach to the market, in May, was 
called off at the last minute when it be- 
came clear its global depositary receipts 
(GDRs) would not fetch the Rs 1,400 
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(US$44.58) a share price set by the Indian 
Government as the floor. Cabinet minis- 
ters insisted that VSNL could raise a magic 
US$1 billion, so only this price would do. 

At that time, lead managers Salomon 
Brothers and Kleinwort Benson, plus mar- 
ket-savvy heads in New Delhi such as 
Nagarajan Vittal, the former chairman of 
India's Telecoms Commission, begged the 
government to okay the Rs 1,150 the mar- 
ket was offering for the 35 million GDRs. 
That would still fetch US$650 million. But 
no, India would not be dictated to by the 
market. 

Then in September, VSNL came back to 
the market and agreed that yes, Rs 1,150 
a share was the target and US$650 mil- 
lion was perfectly all right. But once again, 
it seems VSNI. has missed the boat. 

Salomon and Kleinwort had regained 
their mandate for the issue in June, after 
a meeting of lead mangers in Bombay, 
where each investment bank was asked 
to make its pitch for the bid in front of 50 
other investment banks and VSNL officials. 
Hong Kong-based Jardine Fleming cut it- 
self into the mandate by riding on the 
success of the recent issue of Pakistan 
Telecommunication it had helped place. 

This time VSNL was playing safe. The 
three lead managers were committed to 
pick up the issue at a backstop price of Rs 
1,150 with an indicative placement price 
of Rs 1,170. However, the leaders were 
also wary, and put a deadline on their 
underwriting arrangement: the issue had 
to be placed before midnight of October 3 
or the guarantee became void. They also 
insisted that 120 potential investors be tar- 
geted exclusively by the lead managers. 

International investors created liquid- 
ity to buy VSNL by dumping other Indian 
stocks, and Indian GDR prices dropped in 
anticipation of the placement. VSNL's In- 
dian market price dropped to around Rs 
1,050, well below the indicative placement 
price of Rs 1,170. 

But as the deadline approached, inves- 
tors were alarmed by the absence of any 
action by the issuers. After October 3, it 
became clear that VSNL had not received 
approval from the prime minister's office. 
VSNL officials won't comment openly, but 
privately admit they have no idea why 
the government failed to саг the issue. 

Now, if some foreign fund managers 
are to be believed, there may nót be a 
next time for VSNL. The debacle is also 
likely to put on ice plans for issues by 
other public-sector companies including 
Shipping Corp. of India, Steel Authority 
of India and Bharat Petroleum, which 
hope to.tap the Euromarket. 

= Hamish McDonald and Sucheta Dalal 
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Full Nominee Management, Accounting j 
and Admin services available at 
reasonable cost with no hidden extras. 
Ready made Companies available. 


BAHAMAS 
B. V. ISLANDS 


MADEIRA 
MAURITIUS 
PANAMA _ 
S. IRELAND 
W. SAMOA 


00000000000 


For immediate service and tree 60-page 
full colour brochure Contact 
COLIN FORSTER Eag оп 
Overseas Company Registra! 
Companies House, 
Isle of Man, ЇМ99 4AN 
Tel:+44 624 815544 Fax: +44 624 815548 
PETER SIDNEY Е 


72 New Bond Street, London WIY 900 
Tel: 444 71 355 1008 Fax: +44 71 495 3017 


DIANA BEAN 
24 Ratfies Place, M d Centre 
Singapore 01 
Tel: +65 535 3382 Fax: +65 535 3991 


Д 


12 Harcourt Road, Central, Hong Kong, 
Tel: «852 522 0172 Fax: +852 521 1190 
KEVIN MIRECKI A 
3501 Jamboree Road, 
Newport Beach, CA 92660, U. 
Tek «1714854 3344 Fax: +1 714 854 6967 


ONE OF 
THE TOP 7 
U.S. TRA 

MANAGEMENT 
COMPANIES 


Seeks International 
Merger/Partner/Acquisition. 
Strategically located. Unique, 
proprietary automation. 
For Information Write: 


Dept AC, 470 Park Ave. South 
New York, NY 10016 12th Fl. 
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DEGREE COURSES 


Take a Master's degree in Business 
Administration (MBA) entirely at home 
anywhereinthe world. Also Bachelor's, 
Master's and Doctorate programmes 
in Computer Science, Economics, Edu- 
cation, Engineering, international Law, 
Languages, Sciences, etc. 
Knightsbridge University, Dept. 
FERS, Stefansgade 22, Copenhagen 
2200, Denmark. fax: +45 31 81 58 14 


Committee of Inquiry 
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Committee of Inquiry 
into Temporary Entry of 
Business People and 
Highly Skilled 
Specialists 


The Committee is an independent advisory body that will review Govern- 
ment policies and procedures on temporary entry into, and stay in, Aus- 
tralia by business people and highly skilled specialists from overseas. The 
Committee is chaired by Mr Neville Roach, Managing Director, Fujitsu 
Australia Pty Ltd. 


The Committee is preparing a discussion paper for public comment and 
invite written submissions on issues relevant to the inquiry. To receive the 
terms of reference and an outline of the topics to be addressed, please 
write to the address below, or fax the Secretariat on (06) 264 2672. You 
may also contact the Secretariat on (06) 264 2405 or (06) 264 1207. 


Individuals or organisations making submissions will be able to make 
additional comments when the discussion paper is made public. 


Individuals or organisations who do not wish to make a submission during 
the preparation of the discussion paper will have a further opportunity to 
make a submission when the discussion paper is released. 


A final report will be given to the Minister based on the discussion paper 
and subsequent consultations and submissions. 


Submissions for the discussion paper should be sent by 7 November 1994 
to: 
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IMMIGRATION TO 
AUSTRALIA 


Handled by Government 
Hegistered Lawyer 
Through investment 8% 
Preferred Shares 
AUD250,000 minimum 
Real Estate Development 
enquire about details 
for the new law 
Fax: 61-75-920238 
Ph: 61-75-920122 








When you need important informa- 
tion, you invariably want it fast and 
accurate. The Review Index enables 
rapid access to the most respected Asia- 
Pacific information source: The Far 
Eastern Economic Review. Everything 
published during the preceding quar- 
ter, by country, subject and date is 
detailed in the Review Index. 


For QUALITY 
response... 
advertise in 
this section 








This essential research tool also includes a cumulative 
annual edition, End hours of needless searching. Sub- 
scribe now and receive your Review Index four times per 
year, including the cumulative annual at US$75 per year. 
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PROFILE 


Shahrum Yub 
Malaysia 





Dangerous Liaisons 


A museum curator walks on anthropology's 
wild side to draw the crowds 





By Susan Berfield 


s director of Malaysia's national 
A museum for more than three 

decades, Datuk Shahrum Yub is an 
unlikely iconoclast. As a lifelong civil ser- 
vant, he is an even more unlikely celeb- 
rity. But his unorthodox approach to his 
job has thrown him into the limelight. 

Since the late 1980s, he has mounted 
major international exhibitions at the 
Muzium Negara that have created a stir: 
"Head-Hunting Cultures" put skulls on 
display; "Treasures from the Grave" 
brought mummies to Malaysia for the first 
time; and "Enduring Beauty" showcased 
photographs of the ways different cultures 
encourage people to permanently alter 
their bodies for the sake of "beauty." 
These displays challenged taboos — about 
death and nudity, for example — and 
provoked considerable criticism from con- 
servative Malaysian Muslims. 

Newspaper editorials denounced Shah- 
rum for allegedly betraying Islam. (And 
magazines published photographs of him 
resting among a pile of skulls.) But Shah- 
rum is unrepentant about assembling 
exhibits that some people complain 
shouldn't be displayed in a government 
building. While museums in most deve- 
loping countries are infrequently visited 
institutions with a decidedly parochial 
bent, Shahrum's showplace attracts as 
many as 3 million visitors a year. 

The British-trained curator uses the 
museum to "teach Malaysians not to be 
frightened," he says, referring particularly 
to other cultures. He works with a small 
research staff and a limited budget, often 
contributing part of his own salary to 
cover expenses. The museum's next ma- 
jor exhibition, slated to open in 1996, will 
be "The Anatomy of Adultery," billed as 
the first international exposition of the 
subject. "I could do an exhibit of the 
Japanese occupation [of Malaysia] in three 
months," says Shahrum, "but adultery 
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B --— x D, | 
Perfectly normal company for Shahrum. 
takes a lot of time." 

Shahrum has had but one employer: 
Malaysia's Ministry of Culture, Arts and 
Tourism. He became director of the Mu- 
zium Negara in 1964, a year after it open- 
ed. Early on, Shahrum mounted tradi- 
tional exhibitions on topics such as Ma- 
laysian clothing and farming tools. But as 
the country's economic links to the inter- 
national community increased in the early 
1980s, Shahrum felt the time was ripe for 
Malaysians "to move beyond [their] own 
shores and understand other cultures." 

His work has been celebrated at home 
and abroad. The sultan of his home state 
gave Shahrum the title of Datuk. And he 
became the first Asian (and only the fourth 
individual) to receive a British Museum 
Medal — "for keeping history alive." 

The dapper Shahrum typically sports 
a three-piece suit and bow-tie. Yet he 
dispenses with much of his position's 
formality, chatting with visitors and 
hovering over his exhibits. In keeping 
with his vision of a ^museum for the peo- 
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ple,” he decided to open the buil 
ing 365 days a year, sometimes f 
24 hours a day. Since his ma 
datory retirement as director 

1991, the 60-year-old Shahrum hi 
served as adviser to the Minist 
of Culture, a position that allov 
him to continue to develop mı 
seum displays. 


hahrum describes himself 

chronically obsessed wi 

gathering and  sharir 
knowledge. Now, he is acute 
consumed by adultery. He arrivi 
at an interview with a bag full 
exhibit files and photographs; du 
ing the next several hours, he fr 
quently tries to shift the convers 
tion to adultery. 

Ismail Adam, deputy secretar 
general of the Ministry of Cultur 
says Shahrum is always excite 
about his exhibits. “Adultery is a tabc 
subject,” Ismail says. “But from the ma 
keting point of view, it is a good idea.” 

Shahrum and his Australian researc] 
er, Paulette Dellios, have learned th. 
adultery has preoccupied the huma 
mind for thousands of years. The pair a: 
captivated by the vast amounts of materi 
that preoccupation has generated. Sha) 
rum delights in his growing list of reti 
butions against adulterers: the mediev 
rat punishment (a rat placed on an adu 
terer's stomach is covered with a hot bc 
— irritating the rat and prompting it ! 
gnaw the offender's flesh); the Chine: 
hell pole (an adulterer myst climb a hı 
pole); the Vietnamese elephant punis| 
ment (an elephant tramples the adultere: 
floggings and mutilation. 

^We don't dream about anything else 
says Shahrum. "It's a passion," adds De 
lios. "We are having a love affair wil 
adultery." 


Susan Berfield is a writer living in Hong Kon 
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HOW EVOLVED IS YOUR 





LONG HAUL AIRLINE? 





if the majority of 





long distance travellers have anything to 
declare on arrival, it’s usually the wish that 
they'd been treated a little better. With service 
at their convenience, not the flight attendant's. 
And an attitude more akin to "What can I do 
for you?" rather than "What do you want 
now?", 

South African Airways flies some of the 
world's longest non-stop routes. Which means 
we have to regard certain elements. of our 
service as fundamental requirements, rather 
than competitive “edges”. Good food, for 
example. 

In recognition of both quality and the rich 
variety of our menu, a world-wide award 


dished fine 


almost 


exclusively out to 





restaurants, the ‘Chaine des Rotisseurs’ Blazon 


Shield, has been awarded to SAA for its 
culinary fare. And our wine list, which reflects 
the Cape's most outstanding wines, has been 
rated among the five best in the world by the 
much-trusted Decanter magazine. 

But these elements alone will not allow us to 
promise you'll feel like the picture on the right. 

Only the cabin crew can do that. And only if 
they have the right attitude. 

And whilst we appreciate that attitude is in 
the eye of the beholder, we believe it’s not for 
has been voted “Best 


SAA 


nothing that 


Carrier 


to Africa” six years in a row. 


SAA- 


SOUTH AFRICAN AIRWAYS 
AFRICA'S WARMEST WELCOME. 








Resort hotels where dreams become reality. 
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SHANGRI-LA 





HOTELS and RESORTS 


For reservations, call your travel consultant or the Shangri-La in your city. 
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